T

TR

e | 05000544

MICROFICHE CONTROL LABEL

sscssmms wo 2T AC

*CURRENT ADDREss: ' /74/’447&774 /é/ % 'ﬁq /. :
‘ : GC'SZ;O’ 9 /?fdf/m /[7%/(/

P b

' *AFORMER NAME - _ o Enyarety
11
««NEW ADDRESS JUL 2[105
3 Eit \?A\\
v “ . ——

~ FILE NO. 82- (54@6%7/ - ﬂg,scu Ym///7/é§f o

e Complete for intial submissions only >* Please xote name oxd address changes

W
‘ X » . V . o s . . /
12G3-2B (INITIAL FILING) AR/S (ANNUAL REPORT)
. 12G32BR (REINSTATEMENT) SUPPL (OTHER) [
: e_.J

DEF 14X ~ (PROXY) ! ’

OICF/BY: é?f
7 O




g

~ ESCADA GROUP

&

nt ~ FISCAL YEAR 2003/2004 AND FUTURE-PROSPECTS

ot
PR
- &
e - N
LA
- 5
\’V-) +




ESCADA GROUP

FISCAL YEAR 2003/2004 AND FUTURE PROSPECTS



ESCADA GROUP AT A GLANCE AS OF OCTQOBER 31

in million euros

Fiscal year 2003/2004 2002/2003 2001/2002
Consolidated accounts per IFRS/IAS : IFRS/IAS IFRS/IAS
Consolidated sales 625.5 620.8 772.9
Sales, Germany 169.1 170.3 2057
Sales, Other countries o 4564 450.5 ‘ 567.2
oo, BoCADAY e 4]27 s R
Personnel expenses ’ 148.2 159.4 185.8
S R—— expense.s. ......................................... 2037 ““““ S50 2767
Earmngs ‘l‘:e‘for‘e depreciaﬁ&n ond amérfiz;:tiér;‘(EBlTDA)‘ ........................ ‘47;3- vB.VA 551
EBITDA from ESCADA’ 35.5 15.1 42.4
EBIT before restructuring 25.2 -19.% 25.1
N ]80 ,,,,,,,,,,,,,,,,,,,,,,,, Ly o
';?,o'f‘moss o mxes e e e e e o s o
Consolidated net profit/loss {after minority interests) 3.8 =777 4.4
Investments in fangible and intangible assels 18.6 226 225
Depreciation and amorfization 22.1 28.0 1300
Number of employees {as of reporting date} 3,886 4,167 4,630
Inventories 124.8

Net debt 208.7 190.0 2647
Gross profit margin (%) 606 58.8 8.3
Personnel expenses (%) 237 257 24.0
EBITDA morgin (%)} 7.6 1.4 71
EBITDA margin, ESCADA" (%] | 8.6 37 9.0
R v (%) ............................ ‘ 68 A‘ e 58
ROIC on EBIT basis, ESCADA' (%) 60 19 6.4
EVA {million euros) -17.5 -66.9 -21.9
EVA, ESCADA' (millon evios) 149 e .
Equiy ratio® (%) 208

Figures per share

Earnings per share according to AS {undiluted) (EUR) 0.24 -10.73 0.62
Dw,dend commonsgock(gug) e et oo e s s et e e G o
High/low trading price, common siock (EUR) ’ l7.01/lO.75 12.70/5.92 27.75/12.55)

' ESCADA business area.
4 Including converlible bond,
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A TALK WITH THE BOARD OF MANAGEMENT

“ESCADA IS BACK ON TRACK FOR SUCCESS”

Wolfgang Ley, Beate Rapp and Dr. Georg Kellinghusen discuss fiscal 2003/2004 and the
outlook for the ESCADA Group

Mr. Ley, ESCADA achieved turnaround in 2003/2004 and is back in the black. How do you

intend to make sure that this change for the better will last?

Wolfgang Ley: First of all, I'm pleased that after the loss of 2002/2003, we were able to meet
our projections in full this year. We promised that we would show an oftertax profit in 2003/2004
on Group revenues after adjustment for currency changes. We've achieved our profit target -
and ESCADA’s revenues in fact were even better than planned, ond gained 4.6 percent after
adjustment for foreign-exchange rates. That's very important to me. Even though the fashion markets
were extremely difficult, we kept our promise to our shareholders and proved our reliability. For
that reason | want to be sure to thank every employee warmly for their dedicated work, which

is what made this success possible.

There are two reasons why I'm convinced that our good performance is sustainable. The first is
that since the fall of 2003 we've put the ESCADA Group on a new, profitable platform. We did
this not just with simple cost cutting, but by revising structures and processes throughout the Group
so that today, ESCADA is significantly leaner, more efficient and more effective than it was even
as recently as mid-2003. The second reason is that in parallel with our restructuring, we've worked
very hard at developing our brand further, turning ideas into new products, and tapping the

growth markets of the future.

What specifically do you mean by developing the ESCADA brand further?

Wolfgang Ley: A brand like ESCADA, positioned in the upper segment of luxury women's fashions,
inevitably comes to represent certain values for its customers. It has to express the joie de vivre

of women whose life situations take a wide variety of different forms. We can do that only if the
brand continues fo evolve, without ever neglecting, still less sacrificing, its strengths - highest
quality in materials and crafting, femininity and color, exclusivity. Ongoing development like that
is a permanent duty. Just to take an example: We all know that more and more professional women
are filling high executive positions. We've responded to that trend with the ESCADA Business
Collection, which is already being carried by about 200 ESCADA shops. It appeals to younger
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A TALK WITH THE BOARD OF MANAGEMENT

professional women, who like a sleek line that still preserves feminine accents. Or another example:
this past fiscal year we laid the groundwork to reposition ESCADA Sport, not just in the freetime
lifestyle market segment but in distinction from our main collection. In the future, ESCADA Sport will
focus even more on younger women. It will be priced a bit lower then the main collection ond

thus draw customers to the ESCADA brand.
What growth markets are you aiming for?

Wolfgang Ley: The same applies as for the collections: We have to penetrate further into our
traditional ESCADA markets in America, Europe and Asia, but at the same time tap countries that
we feel have great potential for development. In many countries of Eastern Europe, especially
Russia, a new sociely has arisen since the end of the Cold War, with young, capable women who
want to get ahead professionally and who want to express their confidence about life in the
fashions they wear. It would be a crime if ESCADA were to neglect those customers. That's why
we now have 12 ESCADA shops in Russia, seven of them in Moscow alone. What holds true for
Russia is also true, though to a lesser extent, for China. Quality awareness and brand awareness
is on the rise in that gigantic country, in parallel with its expansive economic development. That's
true in fashions, too. Thus far we have six ESCADA shops, in Beijing, Shanghai and Heng Kong.

We plan to expand our sales network significantly over the next few years.

Ms. Rapp, last fiscal year ESCADA introduced an extensive program to cut structural
costs throughout the Group. Will the lean platform Mr. Ley mentioned be lean enough for

profitable growth?

Beate Rapp: As you know, the cost-culting program has targeted total savings of around EUR
60 million gross. Last fiscal year we carried out cll the measures we announced - and completed
some of them ahead of schedule. The result was that we pared back the Group's cost base by

EUR 45.5 million during the year - where we’d planned on only EUR 40 millien.

ESCADA’s structures and processes are already significantly leaner and more efficient - thanks
for example to our new logistics center in Reichersberg, Austric, which opened on schedule last
September. We've significantly streamlined the worldwide network of shops for both ESCADA
and the PRIMERA Group. At the same time, we improved productivity at our existing shops, and
increased full-price sales volumes. Integrating Laurél into the PRIMERA Group turned out to be the

right choice, and quickly led to synergies.



A TALK WITH THE BOARD OF MANAGEMENT

The lean platform that ESCADA created in fiscal 2003/2004, which will be optimized further this
year, has brought the Group’s costs down to a level where we can be profitable on a sustained

basis.

Dr. Kellinghusen, in mid-2003, the Company’s losses meant that ESCADA had to take

control of a difficult financial situation. How does the Group stand today?

Dr. Georg Kellinghusen: The situation is significantly better. The measures we took in the fall
of 2003 o raise capital brought in funds of more than EUR 97 million, far more than we had
expected at the time. Shareholders and new investors who showed confidence in us at the time

have not been disappointed by the stock’s performance since then.

Those steps made it possible for HMD Partners LP to become a shareholder, which stabilized our
shareholder structure. Our banks also assisted our financial recovery and accorded us a stable
financing framework to the end of 2006, including additional lines of credit. The capital base

we strengthened in that way - with both equity and borrowings - enabled us to repay on schedule
the EUR 100 million bond that matured in August 2004. So all in all, the ESCADA Group is

back on a sound financial base.

Mr. Ley, recently you have been less than optimistic about conditions in the luxury good
markets. Are there really no factors that might be expected to spur growth in the industry?
And what does that mean for ESCADA?

Wolfgang Ley: You have to make distinctions. The worldwide luxury goods markets are composed
of a variety of different segments. What they all have in common is that they depend on people’s

moods, on consumer attitudes, and thus have suffered severely in the past few years.

And yet different segments perform differently. Although accessories, watches and jewelry are
now showing a clear uptrend, the picture in the fashion segment - in other words, in ESCADA’s
core business - is still overcast, especially in Germany. But there’s no point in lamenting that
people don’t have much enthusiasm for shopping these days. If the markets won't help, ESCADA
has to help itself. And that’s exactly what we've done. This past year has shown that ESCADA

is back on track for success - with attractive new products and a lean corporate structure.

BOARD OF MANAGEMENT
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INFORMATION ON ESCADA STOCK

INFORMATION ON ESCADA STOCK

KEY FIGURES ON ESCADA STOCK

First listed

Stock exchanges

Index

Stock category

-~
5/23/1986

Frankfurt/Main {trading floor and Xetra),
Disseldorf, Munich, Stutigart, Hamburg

CDAX, SDAX, Prime All Share, Classic All Share,
Prime I1G Clofhmg & Foorwear Performance lndex BAYX3O

No-par bearer shures of common stock

German securities identification number {WKN) Old shares New shares’

569.210 AOB YWé
I1SIN Old shares New shares’

DE 0005692]07 DE OOOAOBVW67
Symbol Deutsche Borse B|oomberg Reuters

ESC ESC/DE ESCG.DE
ESCADA share prlce on 12/30/2004 18.7
ESCADA Performance 12/30/2003 12/30/2004 in% 29.9
DAX Perforrnunce 12/30/2003 - 12/30/2004 in % 7.3
SDAX Performance 12/30/2003 - 12/30/2004 in % 21.6
Number of shares as of 12/30/2004 16,463,309
Avercge trading volume shares/day 2003/2004 (Xe'ra and Frcnkfun trading Ioor) 14,515

Market capitalization as of 12/30/2004

310,168,742
A

' New shares from conversion of convertible bond after 10/31/2004.

SELECTED ANALYSTS” CURRENT RECOMMENDATIONS ON ESCADA

Bankhaus Lampe December 2004 Hold  Deutsche Bank December 2004 Buy ;
Berenberg Bank Decomber2004  Hold DZBank December 2004 Buy
Cazenove November 2004 Inline  Sal. Oppenheim December 2004 BuyJ
FINANCIAL CALENDAR ESCADA GROQUP

March 3, 2005 Financial press conference and analyst's conference for fiscal year 2003/2004, Munich )
Mareh 3, 2005 Intetim report for first three months of 2004/2005 (November 2004 - January 2005)

April 19, 2005 Annual shareholder’s meenng for fiscal year 2003/2004, Munich

June 2005 o o lmeﬂmrepor?forﬂrst six mon?hs of 2004/2005 (November 2004 - April 2005}

Sep?ember 2005 - Interim report for first nine months oF 200A/2005 {November 2004 - july 2005}

December 2005 Presentation of fiscal year 2004/2005 - preliminary figures y




STOCK PERFORMANCE

2004 IN THE STOCK MARKETS

Overall, the German Stock Index {DAX) finished out 2004 with o generally satisfactory performance.
Closing at 4,256.03 on December 30, 2004, it was down only slightly from the year’s high of
4,261.79 on December 28, 2004.

After the ups and downs of 2003, characterized by sharp price drops as low as the 2,300-point
range and a significant recovery over the remainder of the year, 2004 performed relatively stably.
The DAX even achieved a moderate improvement of 7.34 % over the closing figure of December
30, 2003 (3,965.16).

The “mid-cap” indexes closed out the year significantly better than the DAX. The MDAX was up THE ESCADA SHARE
20.3 % from the year before, to log a new high at 5,378.74. The SDAX likewise performed above

average, gaining 21.6 % against the year before {December 30, 2004: 3,143.69 points). But

2004 proved to be a disappointment for technology stocks. The TecDAX, down 3.8 %, was the

only German reference index to show a slight decline.

ESCADA STOCK PERFORMANCE

In all, 2004 was one of the most successful years for ESCADA stock since the company went
public in 1986. Although the stock’s performance was first and foremost affected by the market's
generally positive attitude toward mid-cap stocks, the successful implementation of the Group-

wide restructuring program also contributed its share.

The stock gained 30.6 % during the fiscal year (November 1 - October 30}, and was in fact able
to improve substantially further by year’s end. From November 1, 2003, to December 30, 2004,
the value of ESCADA stock climbed 55.6 %, thus outperforming the German stock indexes.

ESCADA stock started fiscal 2003/2004 at EUR 12.02 on November 3, 2003. The low was

EUR 10.75 on November 20, 2003. The release of the first-quarter results for 2003/2004 on
March 5, 2004, boosted the stock’s price to EUR 16.92. However, the price remained volatile for
the rest of the year, in port because of the market’s wait-and-see attitude about the further course
of the restructuring program and about the associated improvement in the Group’s profits. Until
the first-half figures were released on June 8, 2004, the price moved within a bandwidth between

EUR 13.12 ond EUR 17.01. Despite the good results the Company announced, the stock closed

" Xetra closing prices




STOCK PERFORMANCE

that day at only EUR 15.10. Until the end of the fiscal year, the stock sold of between EUR 12.50
and EUR 16.70 {October 29, 2004: EUR 15.70). As positive reports came in from other luxury-
goods companies and the certainty grew that all the announced features of the Group-wide
restructuring program were proceeding on or aheod of schedule, investors showed increasing
interest in ESCADA stock. When the preliminary figures for fiscal 2003/2004 were released

on December 14, 2004, the price had already reached EUR 17.34. Just two days later it was
EUR 18.19. The stock reached its high of EUR 18.90 million on December 29, 2004, and closed
out the year with a slight decline to EUR 18.70.



SHAREHOLDER STRUCTURE

SHAREHOLDER STRUCTURE

The steps to raise capital in October 2003 and the involvement of HMD Partners LP as a financial
investor have produced substantial changes in the investor base of ESCADA AG. The geographical
expansion of our stock’s ownership, together with the broader shareholder base, has established

a solid shareholder structure that has remained essentially stable since the measures to raise
capital were completed. Alongside HMD Partners LP (27.3 % of the company’s capital stock), founder
and CEO Wolfgang ley holds 10.4% of ESCADA AG. Based on the information available to us,
Schroder Investment Management of London is still the second-largest institutional investor, with
14.2%. According to Deutsche Bérse’s definition, Schroder Investment Management's interest is
considered part of the free float, because there is no lock-up period for the stock. The free float

thus amounts to 62.3% (all figures as of October 31, 2004).

Available information indicates that 75% to 80% of the ESCADA stock available for trading is
held by institutional investors. The geographic emphasis is primarily in Great Britain, North America

and Switzerland.

The capital stock of ESCADA AG as of October 31, 2004, amounted to EUR 84,292,142, divided
into 16,463,309 bearer shares of no-par-value common stock. This figure includes 1,644,914 shares
{out of a potential total of 1,991,163 shares) created by the conversion of convertible bonds,
equivalent to a conversion ratio of 82.6%. As of October 31, 2004, 346,249 convertible bonds

were still outstanding.

SHAREHOLDER STRUCTURE AS OF OCTOBER 31, 2004 In %

HMD Partners LP
27.3

'\ Wolfgang Ley

10.4

Free float®

62.3 )
{incl. Schroder Investment
Maonogement, 14.2]

Total: 16,463,309 shares

As defined by Deutsche Barse.

THE ESCADA SHARE




INVESTOR RELATIONS

INVESTOR RELATIONS

Extensive, transparent communication about the Company ensured the preservation of an open
dialogue with all stakeholders again in fiscal 2003/2004. We have an ongoing commitment to

improving the quality of our communications, thus reinforcing confidence in ESCADA stock.

The success of the project to raise capital in October 2003 led to o further expansion of our
shareholder structure. Our worldwide road show activities were intensified os o consequence.
In addition to Europe {London, Frankfurt, Paris, Zurich, Geneva, Milan, the Netherlands,
Copenhagen), in October 2004 ESCADA held a road show again in the United States, after

a two-year absence. The principal road shows in Europe were in London and Switzerland,
primarily because of the large investor base in these two places. Management explained operat-
ing performance, the implementation of the restructuring program, and ESCADA’s growth
prospects in more than 100 one-on-one meetings with analysts and institutional investors. The

Company was also presented at a number of national and international conferences.

Twice during the year, ESCADA was able to make use of the platform offered by the German
Shareholder Protection Association (DSW) to communicate specifically with private investors.
The DSW's Stock Forums enable selected companies to make o presentation to 200-300 private

individuals. As in previous years, ESCADA again met with a very positive response.

At an earlier point in the restructuring program, the ESCADA Value Club {EVC) was suspended
until further notice. In October 2004, management carefully reviewed the possibility of a
resumption, and decided to discontinue the ESCADA Value Club permanently. it goes without
saying that information will still be available for download on the ESCADA Web site at

http://investor-relations.escada.com/eng.

Ten investment management companies and banks covered ESCADA on a regular basis in both
2003 and 2004. Additionally, the British broker Cazenove initiated coverage on ESCADA in
November 2004,

Again in 2003/2004 the Group's quarterly figures and preliminary results for the year were
presented to the press and analysts in conference calls. Recordings of these calls are always
available for downloading on the Internet. In addition, the annual analysts’ meeting will be carried
on demand on the ESCADA Web site. Top management’s addresses to the shareholders’ meeting,

which was held on April 7, 2004, will likewise be available live online in German and English.

16



CORPORATE GOVERNANCE

CORPORATE GOVERNANCE

The German Corporate Governance Code (i.e., the national Code) is a compendium of the most
important legal requirements for managing and monitoring listed German companies, together
with recognized standards of good, responsible corporate management. This code was compiled
and adopted in 2002 by a Government Commission established by the Ministry of Justice. ESCADA
has prepared and implemented its own ESCADA Corporate Governance Code on the basis of

the national Code’s recommendations and suggestions.

Since 2002 as well, all listed German companies are required by law, under Sec. 161 of the
Stock Corporations Act, to declare whether, and with what exceptions, they have complied with

. . THE ESCADA SHARE
the recommendations of the national Code.

On November 15, 2002, the Board of Management and Supervisory Board of ESCADA AG
issued their first Declaration of Compliance as required by the Stock Corporations Act. Since that
time, ESCADA AG has complied with the recommendations of the German Corporate Governance
Code, in the version of November 7, 2003, or will comply with that code’s recommendations in

the version of May 21, 2003, with the following exceptions:

* Members of the Supervisory Board receive only a fixed remuneration at present; its amount is

not affected by chairing or sitting on Board committees (national Code Item 5.4.5).

» The remuneration of the members of both the Board of Management and the Supervisory Board

is not reported individually at present (national Code ltems 4.2.4 and 5.4.5).

* It cannot be gucronteed that interim reports will be available to the public within 45 days after
the end of the reporting period, or that consolidated annual financial statements will be available

within 90 days after the end of the fiscal year {national Code Item 7.1.2).

ESCADA AG
November 24, 2004

The ESCADA Corporate Governance Code and the latest Declaration of Conformity are always

available to shareholders in both German and English on the Company’s Web site.




VALUE PERFORIMANCE

VALUE PERFORMANCE (EVA®)

Since fiscal 2000/2001, the ESCADA Group has used the Economic Value Added [EVA®) concept,
which has been refined in cooperation with Stern Stewart to better meet the requirements of

ESCADA’s business.

A basic idea behind this value-oriented approach is that value is created in @ company only
when profit exceeds the cost of the capital invested. Both borrowings and equity cre taken into

account in determining the cost of capital.

The EVA® concepl supports a sustoined orientation to value in every management decision,
and contribution to EVA® is a primary criterion, for example, in all investment decisions. This is

a way of ensuring that capital is applied where the greatest added value can be expected.

An important part of value-oriented management is the EVA® Inventive System, which links
management’s and staff's bonuses to chonges in EVA®. In the system we have chosen, only an
increase in EVA® will pay a positive bonus. Any deterioration in EVA® results in an equivalent

negative bonus, which is deducted from future bonuses.

EVA® performance is calculated for the ESCADA Group, the ESCADA brand, all subsidiaries
and all ESCADA AG product lines, using the following formula:

EVA® = Net Operating Profit After Tax (NOPAT) less the cost of capital

Cost of capital = weighted average cost of capital (WACC]) times business assets

In calculating EVA®, adjustments are made on the basis of the income statement and balance

sheet to reflect actual economic performance and avoid duplicate entries.



VALUE PERFORMANCE

EVAY PERFORMANCE in mitlion euros
ESCADA Group ESCADA PRIMERA

2003/2004 200272003 2003/2004 2002/2003 2003/2004 2002/2003
EBIT {incl. restructuring} 19.8 . -74.1 17.4 -53.6 - 10.2 -8.6
Adjustments 249 55.5 175 80.2 2.6 7.6
Projected tax expense ‘ 15.5 0.8 12.8 9.5 5.0 . -0.4
NOPAT ‘ 29.2 -19.4 22.1 7. 7.8 0.6
Business assets ) 583.2 ° 593.3 462.6 484.2 1.6 98.1
Cost of copitol 46.7 47.5 37.0 38.7 8.9 7.8
EVA® -17.5 -66.9 -14.9 -21.6 -1 -8.4
Delta EVA® ) 49.4 : 67 ; 7.3

>y

excluding Lourél

The following definitions are used in calculating EVA:

NOPAT
This is calculated from EBIT net of adjustments and the projected tax expense. One of the major
adjustments is for the interest components of rental and leasing liabilities capitalized as part of

business assels.

Business assets

Anglogously to the adjustment of net operating profits, in calculating business assets the discounted
long-term rental and leasing liabilities are added to total assets from the balance sheet, and non-
interest-bearing operating debt is deducted. Business assets are calculated from the average for o

given fiscal year.

Cost of capital

This is calculated by multiplying business assets times the weighted average cost of capital
(WACC). The WACC is the weighted average for the cost of equity and the cost of borrowings,
and calculates out to 8% per year for the ESCADA Group, ofter taxes.

19




VALUE PERFORMANCE

EVA® PERFORMS WELL

Following the prior year's inauguration of an extensive restructuring program, EVA® had already
improved substantially in 2003/2004, rising EUR 4.4 million above the original level prior to
restructuring (EUR -21.9 million in 2001/2002) for the Group as a whole. The change in EVA®
came to EUR 49.4 million; the resulting EUR -17.5 million is the best EVA® figure since value-
oriented management was introduced ot ESCADA. Although profits do not cover the cost of capital

yet, this very strong performance represents a giant step in the right direction.

EVA® for the ESCADA brand also performed well, rising EUR 6.7 (Delta EVA®) to reach
EUR -14.9 million.

The PRIMERA Group's value performance was also gratifying, climbing EUR 7.3 million from the

prior year. The PRIMERA Group has thus been able for the first time to generate a profit that

almost covers its cost of capital.

DIVIDEND POLICY

The successful turnaround in fiscal 2003/2004 has placed the company in a position to begin
paying dividends. Nonetheless, any dividend for the past fiscal year would have to be withdrawn

from ESCADA AG's reserves, and therefore no dividend will be paid at this time.

20



CONTACT

CONTACT

ESCADA AG

investor Relations

Viona Brandt
Margaretha-Ley-Ring 1

D-8560% Aschheim bei Minchen

Phone: +49 (0) 89/9944-1336
Fax: +49 {0} 89/9944-1500
E-mail: viona.brandt@de.escada.com

http://investor-relations.escada.com

Contact for ESCADA private shareholders:
E-mail: ESCADA@aktionaersinfo.de
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ECONOMIC ENVIRONMENT

THE ECONOMY

All in all, the worldwide economic uptrend that began in 2003 continued in 2004, However, after
a vigorous first quarter, growth slackened somewhat over the rest of the year. A sharp rise in oil
prices slowed down consumer spending and made production conditions more difficult for business.
Although the United States and Asio remain the primary drivers for the world’s economy, other
regions have been making increasingly strong contributions toward o global recovery. Among
these, the new EU Member States in Eastern Europe and some of the emerging economies in Latin
America played a particularly conspicuous role. Despite the robust upswing, inflationary pressure

remained moderate in most countries.

In Europe, the economic recovery that had begun in mid-2003 continued during 2004, although
its dynamism waned slightly. The tense employment situation and uncertainties about structural
reforms and fiscal policy continued to undermine consumer spending. Domestic demand in
Germany, and especially consumer spending, remained weak, under the shadow of ongoing

worries about the future of the social security system.

Worldwide economic growth for 2004 {in terms of GDP) was expected to be about 5%. Among the
risks were the still high price of crude oil, and increasingly acute geopolitical uncertainties, such
as the consequences of the United States’ war in Iraq. These were amplified by the ever-present
threat of terrorist attacks worldwide. Unless such external crises escalate, economic experts

unanimously expect worldwide growth of about 4 % in 2005.

Sources: Global Trends Qd 2004; Deuvische Bank AG Research; Konjunkiur & Trends, Devische Bunk AG Research, November
24, 2004; ECB Monthly Report, September 2004; Zins- und Wahrungsperspektiven, 4th Quarter 2004; WestlB AG Research;
Wirtschaltstrends WestlB AG Research 11/2004.
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LUXURY GOODS MARKET

CONDITIONS IN THE LUXURY GOODS MARKET

In 2004 the luxury goods industry started off performing rather well in a number of regions. But here
one must make allowances for a baseline effect from the previous year, when the industry suffered

o setback from substantial reductions in international travel, particularly as a consequence of the
SARS crisis that afflicted some parts of Asia. There were also discrepancies in demand, sometimes
sharp, omong the industry’s various segments. While watches, jewelry and other accessories showed

a clear uptrend, demand for fashions {ready-to-wear) still remained slow.

As of the end of 2004, analysts were cautiously optimistic about the sector’s growth prospects.
International travel is believed to have further potential for recovery. In 2004 travel activity by the
Japanese, which is especially important, was still about 15% below the values from spring 2001,
prior to the terrorist attacks in the United States on September 11 of that year. In the United States
os well, where economic growth remains stable, analysts still foresee growth potential for brands
of European luxury goeds. China’s booming economy is likely to play an important role for the
entire industry over the next few years. The number of consumers who can afford luxury goods is
expected to rise sharply in the near future. Experts also expect the Chinese population to take a
substantially greater interest in travel. Another factor worth noting is the slow but steady recovery

of the Japanese economy, which is very important for the luxury goods sector.
But these largely encouraging appraisals must all be viewed against the backdrop of the luxury
goods markets’ vulnerability to geopolitical upsets. With the threat of conflict in Iran or North

Korea, ond the ongoing lotent danger of terrorist attocks anywhere in the world, growth might be

confronted with obstacles that will be difficult to overcome.

Source: Europsan luxury Goods, HSBC CCF Securities {Francel 5.A., June 2004
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AT A GLANCE

2003/2004 AT A GLANCE

In fiscal 2003/2004, the ESCADA Group met all its projections in full and achieved turnaround,
after showing a loss of EUR 77.7 million the yeor before - most of which was occasioned by

provisioning for restructuring measures, a proliferation of external crises, and one-time charges.

The main points for the year:

1. Despite the difficult market environment, the ESCADA Group showed a slight increase of
0.7 % in sales, and indeed 3.5 % after adjustment for the effects of foreign-exchange fluctuations.
ESCADA products and collections have met with a good reception in every market.

2. Even with additional restructuring charges, the Group was back in the black for the year,
with operating earnings {EBITDA) improving nearly EUR 39 million to reach EUR 47.3 million.

3. Profits after taxes but before minority interests improved by EUR 82 million.

4. The for-reaching program to cut structural costs throughout the ESCADA Group was pursued
systematically after its adoption in September 2003, and lorge portions were already com-
pleted by October 31, 2004. Cost cuts reached EUR 45.5 million, actually outperforming the
year's target of EUR 40 million, even though savings were partly counterbalanced by additional
costs for growth projects {such as opening new shops). At the same time, the collections’ high
quality was safe at all times, and in some cases was even improved further.

5. Féraud GmbH was sold, as were the business operations of B.E.M. Enterprise Ltd., of New York,
os part of an asset deal.

6. In parallel with the Company's restructuring, ESCADA laid the conceptual and organizational
groundwork to make better use of the ESCADA brand’s potential, and thus generate future
growth. This was done, for example, with innovative product developments like the ESCADA Kids
collection, and by signing a new eyewear license and expanding the ESCADA line of fragrances
with successful new scents. In parallel, steps were taken to prepare for further expansion into
markets like China and Russia.

7. The Group's financial stability improved in fiscal 2003/2004. The foundation here was pro-
vided by the measures to raise capital that had been completed prior to the end of the previous
year, bringing in gross proceeds of EUR 97.3 million. These funds made it possible to repay
the EUR 100 million capital-market bond on schedule. The economic equity ratio {including the
convertible bond issue and not including minority interests) was 20.0 % as of October 31, 2004,
this ratio, together with a new, long-term restructuring of debt provided the Group with a

solid capital structure as of the reporting date.
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RESTRUCTURING

The program to cut structural costs, decided upon in September 2003, was intended to put the
ESCADA Group on a lean platform for profitable future growth, and provide lasting strength for
the Group's profitability.

The program’s main points were:
* Increasing efficiency by making every structure and process leaner;
+ Optimizing store structure worldwide;

* Paying down financial debt and freeing up liquidity.

The package of measures for the ESCADA brand and the PRIMERA Group, as defined at the
beginning of the year, was implemented on schedule. By October 31, 2004, the restructuring process

was largely finished, and in fact had already reached completion at the PRIMERA Group.

The program slashed the Group's costs [comprising personnel expenses and other operating
expenses) by EUR 45.5 million net. This figure already allows for the additional costs occasioned
by opening new shops. Almost all the savings were achieved at ESCADA AG, its subsidiaries
MANAGEMENT DiSCUSSION

ESCADA USA, ESCADA UK, and the PRIMERA Group. AND ANALYSIS

 The program involved about 850 job cuts throughout the Group. As of the end of fiscal
2003/2004, 814 jobs had been eliminated, or $6 % of the target. Another 24 employees were

in the midst of the severance process.

* As part of the optimization of shop structure, 35 targeted shops were closed during the year.

Anocther three shops were closed in addition, thus outperforming projections.
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RESTRUCTURING

For the ESCADA brand, the major elements in the restructuring program shaped up as follows ot

the end of the year under review:

+ Of the 20 shops, including outlets, chosen to be closed under the program, 19 had been closed.

* Beginning with Fall/Winter 2004, the collections were pared back about 30 %, resulting in a
marked improvement of efficiency throughout the supply chain.

*In September 2004, as planned, the new ESCADA logistics center in Reichersberg, Austria,
went into operation, replacing the former site in Poing, near Munich. The new structure, which
meets the latest logistical requirements, enables ESCADA to improve its efficiency significantly
in logistics procedures.

*In September 2004 management decided to relocate technical operations for the Knitwear
segment to a new subsidiary in Italy; these operations had formerly been located at the Company’s
headquarters in Aschheim/Munich. As o business location, ltaly offers a significantly better infra-
structure, thanks to its high concentration of yarn suppliers, knitters and production businesses.
Here ESCADA will be able to access extensive know-how swiftly, and to develop and implement
innovations jointly with its suppliers. The move will optimize scheduling for product development
and production, and reduce the complexity of the procedures involved. Having technical
departments located in close proximity to production partners will save on operating costs,
enable the purchase of materials at lower prices, and sateguard ESCADA products’ high
standard of quality.

+» As part of the restructuring program, some 550 job cuts in the ESCADA business were announced
at the beginning of fiscal 2003/2004. By year's end, 467 employees (85 % of the target) had
left the Group.

The restructuring process for the PRIMERA Group was already complete by the end of the third

quarter of the fiscal year, and thus wound up ahead of schedule. Its main points were:

*+ As of November 1, 2003, our subsidiary Laurél GmbH was merged with the PRIMERA Group
in Minster, Westphalia. The integration of Laurél yielded extensive synergies in corporate

functions such as IT, accounting and logistics.

The target of 16 shop closures was outperformed by closing down a total of 19 shops, mainly
in Eastern Germany.

* The Fall/Winter 2004 collections were pared back by about 20 %.

+ The PRIMERA plant in Morocco was sold.

* As part of the restructuring program, 300 job cuts at the PRIMERA Group were announced at
the beginning of fiscal 2003/2004. By year’s end, 347 employees had left the Group.

28



SALES AND EARNINGS PERFORMANCE

Additionally, during the year ESCADA AG shed loss-making non-core operations (Féraud GmbH
and the business operations of B.E.M. Enterprise Ltd.}. This was another successful step toward

concentrating on the ESCADA core brand.

The restructuring measures inaugurated and completed during the past year will yield a full

12 months’ worth of results for the first time in fiscal 2004/2005. This full-year effect will again have
a positive impact on the Group’s cost position. There are plans to cut costs further. The savings
must be offset, however, with the additional costs of expanding business operations. In all, the
savings by the end of fiscal 2004/2005 - before subtracting the rising costs occasioned by new

shops - should reach the EUR 60 million target announced at the start of the restructuring program.

SALES AND EARNINGS PERFORMANCE

As they were the year before, the consolidated financial statements of ESCADA AG as of October

31, 2004, were prepared in accordance with International Financial Reporting Standards {IFRS).

The ESCADA business area discussed below comprises operations in the segments Fashion
{ESCADA Collection and ESCADA Sport), and Accessories and Licenses. All products in these
segments are offered under the ESCADA brand.

The PRIMERA business area includes the apriori, BiBA, cavita and Laurél brands. Lourél GmbH
has been a part of the PRIMERA Group since November 1, 2003. For full comparability, the Laurél

Group has been added to the prior year's figures for the PRIMERA Group.

For the period under review, the “Others” business area in the income statement [including the

duly adjusted figures for the previous year) essentially comprises the business operations of B.E.M.

Enterprise Ltd., of New York, as well as restructuring charges and one-time costs associated prima-

rily with our former equity interest in Féraud GmbH. The business operations of B.E.M. Enterprise

Ltd. were sold at the end of the fiscal year as part of an asset deal.
The ESCADA Group’s income statement for fiscal 2003/2004 shows sales of EUR 625.5 million,

a 0.7 % increase from the previous year {(EUR 620.8 million). As it did the year before, the Group’s

sales performance felt the adverse impact of the rise of the euro against the U.S. dollar.
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SALES AND EARNINGS PERFORMANCE

After currency adjustment - in other words, assuming constant foreign-exchange rates - sales would

have been up 3.5 %. On a full-Group basis, EUR 169.1 million of revenues came from Germany

{previous year: EUR 170.3 million, - 0.7 %). Revenues of EUR 456.4 million were generated in

other countries (previous year: EUR 450.5 million, +1.3 %). The resulting proportion of foreign

sales is 73.0% (2002/2003: 72.6 %).

ESCADA GROUP SALES BY REGION

in % [in million eyras)

Other Countries
9.5 (59.3}
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14.5 (90.9)

North America
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North America
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Other Europe
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2003/2004
Total: 625.5 million euros

2002/2003
Total: 620.8 million euros

)

Revenues for the ESCADA brand for the year were up 0.6 %, from EUR 410.1 million to

EUR 412.7 million. After adjustment for changes in foreign-exchange rates, the gain was 4.6 %.

In the German market, where consumer spending is slow, sales for the ESCADA brand were

EUR 50.1 million, following the prior year’'s EUR 52.7 million {- 4.9 %). Foreign revenues amounted
to EUR 362.6 million, following EUR 357.4 million for fiscal 2002/2003 (+1.5%). At 87.9 %,

ESCADA's export ratio remained at almost the same level as the previous year’s 87.1 %.

PRIMERA Group revenues for the year reached EUR 205.8 million, and thus were 2.6 %

above the prior year's figure (EUR 200.6 million). The “Others” business area generated sales

of EUR 6.9 millien [previous year: EUR 10.1 million}, contributed by B.E.M. Enterprise Ltd.
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SALES AND EARNINGS PERFORMANCE

ESCADA GROUP SALES BY BUSINESS AREA in % {in million euros}
Others Others
1.0(7.0} 161101
PRIMERA PRIMERA
32.9 {205.8) 32.3{200.6) ~,

ESCADA ESCADA
66.0 {412.7) 66.1 {410.1}

2003/2004 2002/2003

Total: 625.5 million euros Total: 620.8 million euros

The ESCADA Group's gross prefit rose 3.8 % in 2003/2004, from EUR 364.8 million to
EUR 378.8 million. Accordingly, the gross profit margin climbed from 58.8 % to 60.6 % of sales.
The PRIMERA Group contributed the main part of this improvement.

Other operating income largely comprises license revenues, gains on foreign exchange, and
reversals of provisions and reserves. The foreign-exchange gains resulted from hedging of foreign-
exchange rates at which costs were calculated. They represent an adjustment item at the operations
level for the foreign-exchange differences in sales as a consequence of the drop in exchange
rates during the year. Other operating income was EUR 25.4 million, compared to EUR 46.0 million
the year before. Of this figure, the ESCADA brand accounted for EUR 21.6 million (vs. EUR 40.8
million). A particular reason for the decline was lower gains from foreign-exchange hedges for the
ESCADA brand.

The extensive restructuring program cut the operating costs of the ESCADA Group [the total of
other operating expenses and personnel expenses, not including depreciation and amortization) by
a total of EUR 45.5 million, or 11.3 %, from EUR 402.4 million to EUR 356.9 million. Personnel
expenses were down from EUR 159.4 million to EUR 148.2 million, a decline that reflects the staff
cuts as part of restructuring. Other operating expenses were down EUR 34.3 million, or 14.1 %,
from EUR 243.0 million to EUR 208.7 million. OF this decrease, the ESCADA brand accounted for
EUR 25.5 million.
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SALES AND EARNINGS PERFORMANCE

For the ESCADA Group, earnings before interest, taxes, depreciation and amortization
(EBITDA) were EUR 47.3 million, a significant improvement over the EUR 8.4 million of a year
earlier. The EBITDA margin for the full year rose from 1.4 % to 7.6 % of consolidated sales. The
ESCADA brand, with an EBITDA of EUR 35.5 million {previous year: EUR 15.1 million}, generated
75.1% of operating income. The PRIMERA Group contributed an EBITDA of EUR 13.3 million,
compared to the previous year’s negative EUR 4.6 million. The "Others” business area generated

an EBITDA of EUR -1.5 million {vs. EUR -2.1 million).

Deprecialion and amortization, at EUR 22.1 million, was EUR 5.8 million below the equivalent
figure from the year before. Consequently earnings before interest and taxes (EBIT) before

restructuring were EUR 25.2 million {vs. EUR -19.6 million).

EBITDA PERFORMANCE: ESCADA GROUP in million euros
. . - - ~
ESCADA Group 47,3
ESCADA
PRIMERA Group
Others
-1 1 4
0 0 o} 20 30 o] J

R 2003/2004 W 2002/2003

For the year under review, the Group had restructuring costs and one-time charges totaling
EUR 5.4 million, far below the previous year's equivalent of EUR 54.5 million. The exceptional
expenses of EUR 6.1 million for the “Others” business area had to do mostly with the final
sefflement with the bankrupfcy administrator of Féraud GmbH, which was sold in November 2003
and filed for bankruptcy a few months later. These expenses comprise a final payment to settle

all claims, as well as attorney’s fees and court costs.
Net financial expenses were EUR -13.3 million, and thus improved significantly from the

EUR -35.8 million of the year before, a figure which reflected an unscheduled write-down of
EUR 17.6 million for the former stake in Féraud GmbH.
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ASSET POSITION

Earnings before taxes (EBT) for 2003/2004 were positive, at EUR 6.5 million (vs. EUR -109.9
million). Group profits ofter taxes but before minority interests came to EUR 4.5 million,
compared to EUR -77.6 million the year before. After minority interests, the Group showed a profit
of EUR 3.8 million on the year (vs. a loss of EUR -77.7 million). This is equivalent to undiluted
earnings per share of EUR 0.24 {vs. EUR -10.73 per share).

ASSET POSITION

In compliance with the presentation under IAS/IFRS, both assets and liabilities in the consolidated
balance sheet have been subdivided into noncurrent {long-term} and current {short-term) categories.

For comparability’s sake, the previous year's figures have been adjusted to this new presentation.

The ESCADA Group's total assets as of October 31, 2004, had risen by 3.2%, or EUR 13.9 million,
to EUR 452.0 million from the previous year's EUR 438.1 million. Most of the increase was o
consequence of growth-related investment in the ESCADA brand. The rise of EUR 10.6 million in
noncurrent assets, to EUR 203.4 million, resulted from the opening of ESCADA shops ond from

the takeover of minority interests in the Group’s Spanish subsidiary Grupo ESCADA Espafa S.A.,

retroactive to November 1, 2003.

Inventory assets, which had olready been cut sharply the year before, were further reduced as

planned to EUR 124.8 million {-7.1 %), reflecting the Group's progress in enhancing efficiency.

On the equity and liabilities side of the balance sheel, consolidated shareholders’ equity

{not including other shareholders) as of October 31, 2004, came to EUR 88.1 million. The rise of
EUR 15.1 million from the year before resulted not only from the consclidated profit, but signifi-
cantly, from the conversion of the convertible bond issued in the fall of 2003. That bond issue
has now been largely converted, and accordingly as of the reporting date is recognized at only
EUR 2.3 million {October 31, 2003: EUR 18.3 million}. Allowing for the convertible bond, and
not including minority interests, the Group's economic equity ratio was 20.0 % as of October 31,

2004, slightly below the previous year's level (20.8 %).
Provisions and accruals (both short and long-term) were down from EUR 58.3 million to EUR

47.1 million, primarily because of reductions in restructuring provisions. Total interest-bearing

liabilities {short and long-term financial debt and interest-bearing bonds) came to EUR 236.4 million
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CASH FLOW

as of October 31, 2004, compared to EUR 222.7 million a year earlier. The bond issue of 2000,
with a par value of EUR 100 million, was repaid on schedule on August 31, 2004. As planned,
most of the repayment was refinanced by drawing on credit lines under a syndicated line of credit.
This measure, together with the increase in the Group’s stake in its Spanish subsidiary, caused
financial debt to grow from EUR 204.4 million to EUR 234.3 million. Most of the rise in net debt
{financial debt less cash) from EUR 190.0 million to EUR 208.7 million was the result of this

Spanish investment.

CHANGES IN NET DEBT ESCADA GROUP in million euros

10/31/2004 10/31/2002 Change
Bond 200072004 0.

N e O
Total interest-bearing debt 234.3
Cash, credit balances in bank accounts : ' ' 25.6 : 14.4 11.2
ée, L 2087 J o . ]87
CASH FLOW

The ESCADA Group's cash flow statement for fiscal 2003/2004 shows that operating activities
generated net cash of EUR 13.0 million, compared to using EUR 1.1 million the year before.
The positive cash flow of EUR 25.2 million (vs. EUR ~40.3 million} contributed significantly toward

this improvement, more than making up for the cash used in consuming provisions.

Cash used in investing activities came to EUR 31.2 million (vs. EUR 18.2 millien}. This figure in-
cludes not only cash capital expenditures of EUR 18.6 million for intangible assets and property,

plont and equipment, but also the takeover of the remainder of Grupo ESCADA Espafia 5.A.

Cash generated by financing activities, at EUR 29.9 million {vs. EUR 23.0 million) included finan-
cial loans of EUR 129.9 million less the repayment of the EUR 100.0 million bond. In contrast to
the presentation in previous years, the change in financial debt is categorized under financing
activities. The figures from the previous year have been adjusted accordingly. Total cash and cash

equivalents grew EUR T1.2 million, to EUR 25.6 million.
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CAPITAL EXPENDITURES

The ESCADA Group’s capital expenditures for the year under review were EUR 18,6 million, and

thus were less than the previous year's EUR 22.6 million. Of this total, EUR 16.6 million, or 90 %,
applied to the ESCADA brand {vs. EUR 18.6 million, 82 %}. Apart from expanding existing shops

and opening new ones, significant amounts were invested during the past year in the new logistics

center (EUR 5.4 million) and in ERP software {EUR 2.4 million). Capital expenditures for the

PRIMERA Group were EUR 2.0 million (vs. EUR 4.0 million).

CAPITAL EXPENDITURES BY REGION AND BUSINESS AREAS

in million euros

2003/2004 2002/2ooﬂ
Germany 3.4 5.8
OtherEurope 91 63
e e 5
. NS ‘s
Totol ESCADA 16.6 \ 18.6
Total PRIMERA Group 2.0 4.0

LESCADA Group 8.6 226
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SEGMENT REPORT

SEGMENT REPORT

The ESCADA Group distinguishes segments for ESCADA and the PRIMERA Group, and an “Others”
business area. ESCADA includes the ESCADA Collection, ESCADA Sport, ESCADA Accessories
and licenses and additional segments. The PRIMERA Group has also included the Laurel Group
since November 1, 2003. For better comparability, the Laurél Group has been added to the prior-
year figures for the PRIMERA Group below.

ESCADA

Under its two core brands, ESCADA and ESCADA Sport, the ESCADA Group sells women's
designer apparel in more than 60 countries, for daytime, evening, business, leisure, sport and
wellness activities, and couture. The range of fashions is rounded out with accessories like hand-
bags, shoes and belts. ESCADA also sells fragrances, eyewear, scarves, ties, kidswear and

jewelry from licensed partners.

ESCADA SALES AND EARNINGS PERFORMANCE in miflion evros
i 2003/2004 2002/2003
1 Sales 42,7 4101
} L o o
| EBIT before restructuring ; 18.0 -5.4
1 EBlTOhe”emdU“ng ........... s B e S e

The ESCADA brand stands for materials of the highest quality, top-quality crafting, and comfort,

as well as its emphasis on color and femininity.

The ESCADA brand is positioned in the upper segment of the women's [uxury fashion market.
It sells its products through the Company’s own stores, through franchisees whose shops offer only
ESCADA products, and through selected leading multi-brand retailers and well-known high-end

department store chains.

As ot October 31, 2004, ESCADA had 192 Company-owned ESCADA shops worldwide (ESCADA
and ESCADA Sport), compared to 185 on the reporting date for the previous year. A total of 182
of these shops were outside Germany (end of last fiscal year: 173). During the year under review,

the closure of 11 ESCADA shops as part of the program te cut structural costs was countered by
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SOQURCING AND PRODUCTION

11 new shop openings. ESCADA Sport had 8 shop closures and 15 openings. Most of the new

shops were in the Asian growth market, and in Spain.

The number of franchise shops was 282 as of October 31, 2004 (vs. 271}, 250 of them abroad
{vs. 237).

The sale of products in ESCADA’s own shops or through franchises is known as “integrated distri-
bution” at ESCADA. It gives the Company full control over the brand’s presentation to its ultimate
customers, and is thus an important tool in quality assurance. Additionally, integrated distribution
permits direct, close communication with customers, making it possible to recognize customer
preferences and market trends early. In fiscal 2003/2004, 71 % (vs. 74 %) of the brand’s total
sales were generated in this controlled distribution system. This is still the top performance figure

in the luxury segment of the fashion industry.

SOCURCING AND PRODUCTION
MANAGEMENT DISCUSSION
AND ANALYSIS

In Knitwear, a segment that involves both sourcing and production, the adjustment of logistical
processes begun in prior years was completed during the year under review. To safeguard product
capabilities in Knitwear for the long term, in the fall of 2004 ESCADA founded its subsidiary
ESCADA Maglia Italia S.r.l. (EMI S.r.1.), headguartered in Reggiclo, Italy. Effective February 1,

2005, all technical and logistical processes will be pooled at this subsidiary. Thus, as it already

has in Woven Goods, ESCADA now hos a highly capable center of competence in Knitwear.

In Woven Goods, ESCADA continued its process of concentrating the producer base during 2003/
2004. The EPAS d.o.o. (EPAS) production company, in Radgona, Slovenia, began operations

on September 1, 2003, and was able to report a successful first year. This know-how center and
production company for woven goods has a very highly qualified staff and is already making

an extensive share of various ESCADA products. EPAS provides an important base for optimizing

processes among outside production partners.

Production capacity has now been outsourced entirely to partner operations, located in Germany,
{taly, Eastern Europe and Asia. Within this sourcing segment, ESCADA can count on stable
capacities. In addition, the selected firms have been successfully incorporated into the outside

product development process. This optimization step further simplifies logistical processes.
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MARKETING AND ADVERTISING

During the year under review, ESCADA further reinforced the worldwide presence of the ESCADA
brand through extensive marketing and advertising campaigns. Here the emphasis was on
positioning the brand uniformly in all markets, and attracting maximum attention through
unconventional approaches. Co-branding with world-renowned firms like Siemens and BMW

is becoming increasingly important. ESCADA’s Web site is not only an important informational
medium for customers, drawing an average of 120,000 visits a month, but is evolving into an
intriguing sales channel. For example, during the year under review Siemens's ESCADA cell phone

became the first product the Company has also sold over the Internet.

Total communications expenditures for the ESCADA brand in 2003/2004 came to EUR 21.0 million
{vs. EUR 28.2 million). This figure does not include equally significont expenditures by licensees,

particularly to launch new scents in the fragrances segment.

BUSINESS PERFORMANCE

The ESCADA brand found that fiscal 2003/2004 was again dominated by a still weak market
environment for women’s luxury fashions. International crises and the ongoing fear of terrorist
attacks slowed the recovery of travel activity, which is extremely important to the performance of
ESCADA's flagship stores in major metropolises and had shrunk significantly the year before.
The ongoing strength of the euro against the U.S. dollar also lowered revenue performance at the
Group level - which is valued in euros - just as had been the case the year before. However,
all ESCADA collections were well received by both retailers and ultimate customers during the

year. Thus despite the tense environment, ESCADA was able to generate a slight gain in sales.

Total revenues for the ESCADA brand, which had been down 12.7% in 2002/2003, were up
0.6% for the year, from EUR 410.1 million to EUR 412.7 million {after adjustment for currency
changes: +4.6%). A higher full-price sellthrough rate at Company-owned shops helped here.
While revenues in Germany, at EUR 50.1 million, were down slightly from the year before {EUR
52.7 million), sales in Asic gained 9.0%, from EUR 72.4 million to EUR 78.9 million. Despite
revenue gains in dollars, the weakness of the U.S. currency against the euro caused ESCADA
revenues from North America to decline from EUR 124.9 million to EUR 122.6 million {- 1.8 %).

Revenues generated in Europe outside Germany came to EUR 123.7 million {-6.0%).

38



BUSINESS PERFORMANCE

ESCADA SALES BY REGION
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The gross profit margin, at 65.1 %, was above the prioryear figure (64.2 %}. Operating costs
declined EUR 34.3 million, from EUR 289.1 million to EUR 254.8 million.

ESCADA SALES BY SEGMENT

in % {in million euros)

N
Additional Segments Additional Segments
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ESCADA COULLECTION

ESCADA COLLECTION

The ESCADA Collection, the primary line of the ESCADA brand, offers women’s luxury fashions for
a wide variety of occasions. The product range is rounded out with opulent fashions for special
events and evening wear (ESCADA Couture}. The “Four Seasons” concept is being supplemented

successfully with two additional fill-ins {transeasonal groups).

During the year under review, the emphasis was on cost cuts and efficiency improvements in
every aspect of ESCADA Collection. Among the measures employed were a special program for
growth in the Company’s own retail operations; improved full-price sell-through; better warehouse
turnover; renovations at existing shops; micromarketing {local, non-price-related sales promotions);
and a stronger management base. The ESCADA Collection also set its course to tap strategic
key markets like China, the Eastern European countries and Japan. A particular challenge was to

protect the important U.S. business cgainst the impact of the weak dollar.

Another focal point for action in 2003/2004 was to expand additional collections - apparel
for special occasions, such as Ceremonia, a Luxury-Spa line (wellness}, and new categories
{coats, knits). In parallel, to expand the target group, a special collection (ESCADA Business
Collection}, with sleeker lines, was introduced for businesswomen. The ESCADA Business
Collection comes out twice a year (Fall/Winter and Spring/Summer), and is priced somewhat

below the principal ESCADA line.

ESCADA Collection sales for the year amounted to EUR 281.1 millicn {previous year: EUR 279.7
million, +0.5 %}. Revenues in Germany were down 3.7 %, to EUR 33.5 million, as a consequence

of the generally slack consumer climate. By contrast, ESCADA Collection sales outside Germany

grew 1.1 %, to EUR 247.6 million.
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ESCADA COLLECTION

ESCADA COLLECTION SALES BY REGION in million evros
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ESCADA SPORT

ESCADA SPORT

The ESCADA Sport line, introduced in 1994, offers luxury casual fashions for a variety of lifestyle

segments and occasions, including

* Country/Urban Weekend;

* Sport Spirit {such as skiing, golfing, sailing, beach, wellness).

Accessories like eyewear, shoes, handbags, leather goods and belts complement the line's fashions.

Fiscal 2003/2004 was a year of consolidation at ESCADA Sport. The emphasis was on refining
market strategy in terms of image and price - including in comparison to the ESCADA Collection
- and identifying new growth potential so as to tap new markets (Russia, China) and to expand
the line’s presence in its traditional European base, such as Germany, France and Great Britain. In
parallel, the gradual process of optimizing internal processes and structures continued. ESCADA

Sport is furthermore working on innovative communication measures to enhance brand awareness.

ESCADA Sport sales for fiscal 2003/2004 were EUR 84.2 million, compared to EUR 86.9 million
the year before (-3.1 %). Sales in Germany were down 6.3 %, from EUR 12.8 million to EUR 12.0
million; ESCADA Sport sales outside Germany come to EUR 72.2 million {vs. EUR 74.1 million,
-2.6%). Asian revenues were gratifying, gaining 12.8 %.
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ESCADA SPORT

ESCADA SPORT SALES BY REGION in million curos
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ESCADA Sport’s EBITDA improved from the previous year’s EUR -0.2 milfion to EUR 3.3 million.
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ESCADA ACCESSORIES AND LICENSES

ESCADA ACCESSORIES AND LICENSES

ESCADA's range of fashions is supplemented with accessories like handbags, shoes, small leather
goods and eyewear. Some of these products are made by the Company itself, and others by
third parties under licensing arrangements. Here the focus during the year was on optimizing
collections and processes, and on tying in Accessories products more closely with the apporel

collections,

The Eluna handbag, available in 12 colors, met with a very positive reception from both the fashion
press and our ultimate customers. Special marketing campaigns for the new product were launched

in New York, Tokyo, London and Paris.

ESCADA Accessories generated revenuves of EUR 30.7 million, a 14.1 % gain over the prior year's
EUR 26.9 million. Scles in Germany grew from EUR 4.0 million to EUR 4.6 million; sales outside
Germany grew from EUR 22.9 million to EUR 26.1 million.
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ESCADA ACCESSORIES AND LICENSES

The Accessories and Licenses segment’s EBITDA climbed from the previous year's EUR -0.8 million
to EUR 0.7 million.

EBITDA PERFORMANCE ESCADA ACCESSORIES AND LICENSES in million euros
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The licensing business made progress on a number of frents during the year:

* In July 2004 o long-term license agreement was signed with Italy’s De Rigo, one of the world's
largest premium eyewear mokers. Starting with the 2005 Spring/Summer collection, De Rigo
will handle design, production and sales for the ESCADA Eyewear collection, which was first
launched on the market in 1997.

* Alicense for jewelry was accorded to the Belgian firm Pluczenik in May 2004. A complete new
collection is planned for 2005.

MANAGEMENT DISCUSSION
The ESCADA Kidswear collection, made by France’s Newman S.A., has met with a very positive AND ANALYSIS

response worldwide. Designed for girls up to age 16, the collection has been on sale since

July 2004, primarily ot multi-brand kids' stores and a few selected ESCADA flagship stores.

The world’s first ESCADA Kids Corner was opened in Munich; ancther eight followed ot
El Corte Inglés stores in Spain.

* ESCADA brand fragrances, made by the Wella Group, were much in demand during the year.
The “Magnetism” line launched in October 2003 sold very well in every market. The men’s
version, "Magnetism for Men,” was launched in October 2004 in an elaborate advertising and
marketing campaign. ESCADA’s third men's fragrance to date, “Magnetism for Men” has proved
to be very popular. “Island Kiss,” a seasonal fragrance launched in the United States in

December 2003 and in other markets in February 2004, repeated the success of its predecessor,
“"ESCADA lbiza Hippie.”
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PRIMERA GROUP

PRIMERA GROUP

As of November 1, 2003, PRIMERA AG, which is wholly owned by PRIMERA Holding GmbH
{itself @ wholly owned subsidiary of ESCADA AG), tock over all of ESCADA AG's holdings in
Laurél GmbH. Thus the PRIMERA Group includes the apriori, BiBA, cavita and Laurél brands, all
of which are positioned in the mid-priced to upper-end segment. BiBA and cavita market their
products primarily in the German-speaking regions of Europe, while apriori and Laurél are sold
mainly throughout Europe and in Asia. The main companies of the PRIMERA Group and their

structures are shown below:

ORGANIZATION CHART OF THE PRIMERA GROUP, INCLUDING LAUREL

{ ESCADA AG J

100%
PRIMERA Holding GmbH

100%
PRIMERA AG

-

Wholesale Retail Production/Seurcing
100% 100% 100%
cavita PRIMERA PRIMERA
fashion GmbH ) Retail GmbH Tunisie S.A.
- 100% ) 755, 100%
apriori . ° PRIMERA
L Tevaer)vilebs GmbH ) BiBA Mode GmbH Far East Ltd.
™\
100%
Laurel GmbH
L

PRIMERA AG's financial base was strengthened significantly during the year, as PRIMERA AG
raised its capital by EUR 24 million and took out a long-term loan of EUR 30 million. The company's

shareholder had already contributed new capital the year before.
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PRIMERA GROUP

The PRIMERA Group achieved a sustainable turnaround in fiscal 2003/2004 by undertaking
a far-reaching restructuring program, boosting its internal efficiency and selling strength by establish-

ing a substantially lower cost base [down 6 percentage points; referred to sales).

SALES AND EARNINGS PERFORMANCE OF THE PRIMERA GROUP SUB-GROUP in million euros
2003/2004 200272003
Sales 205.8 200.6
EBITDA . 13.3 -4.6
‘EB(‘]: o res'wc‘w'in‘gm [N i o . [ . —106
,E.B.I.T.;f;;.r.vre;wd,wing‘ e, . R . L io..z P ']62J

In 2003/2004 the PRIMERA Group generated revenues of EUR 205.8 million, a gain of 2.6 %
against the year before (EUR 200.6 million}. Operating earnings (EBITDA) improved by EUR
17.9 million, from EUR -4.6 million to EUR 13.3 million. EBIT came to EUR 10.2 million, following
the previous year's EUR -16.2 million.

BREAKDOWN OF SALES FOR THE PRIMERA GROUP SUB-GROUP in million euras
2003/2004 2002/2003

apriori Textilvertrisbs GmbH 415 38.6
BBAMode GmbH 819 02
e e
e v e o ‘ -

taursl GmbH

PRIMERA Retail GmbH

12.7 16.0
Others/Consolidation -7.4 -8.6
Total for the PRIMERA Group sub-group 205.8 200,6)

The apriori brand is positioned at the upper end of the mid-priced segment. During the year,
apriori Textilvertriebs GmbH bucked the general trend in the industry, boosting sales 7.5 % to

EUR 41.5 million. Today apriori is sold at more than 120 in-store sales areas and shop-in-shops
worldwide. Again this year, apriori’s operating results substantially outperformed its already good
revenue growth. The collections were made more attractive with additional interseasonal themes
and “flash” programs {special programs launched on short notice to take advantage of current
fashion trends). For the current fiscal year, apriori will focus on expanding into a younger, more
international brand of coordinates. Among the means to achieve this end, PR and marketing work

will be intensified.
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PRIMERA GROUP

BiBA Mode GmbH remained on a growth track again in 2003/2004. The retail chain's revenues
were up 16.7 %, from EUR 70.2 million to EUR 81.9 millien. Like for like, revenue was up about
4%, defying the sector trend. The year’s chief focus was on consolidating the shop network.
Further improvements in costs and write-offs meant that the earnings base improved even more
than sales. As of October 31, 2004, BiBA had 203 store spaces of its own {vs. 192 a year earlier).
The company will once again increase its investment in expanding its store network during the

current year. It will also continue to expand its franchise business both inside and outside Germany.

cavita fashion GmbH, both a producer and a sales organization for women's outerwear in the
mid-price segment, made the most of the cost-cutting measures it had inaugurated in 2002/2003,
saving EUR 3.3 million during the year under review. Adjustments in key accounts made a significant
contribution toward increasing the gross profit margin (+2 percentage points; gross profit margin
referred to total sales and operating revenue). In 2003/ 2004, cavita generated total sales
{Coordinates and Separates) of EUR 32.1 million, following the previous year’s EUR 36.0 million.
But the 10.8 % sales decline must be viewed in light of the selective shedding of business that was
not sufficiently profitable. Sales optimization programs will be continued in fiscal 2004/2005,

with a particular focus on Central Europe outside Germany.

The rapid integration of Laurél GmbH into the PRIMERA Group generated extensive synergies

in corporate functions (such as accounting, IT, logistics) and sales operations (retail activities taken
over by PRIMERA Retail GmbH). These changes yielded significant and lasting improvements in
Laurél GmbH’s cost base. The process of relocating to a new, less expensive administration
building in Aschheim, near Munich, was completed. PRIMERA Retail GmbH took over all refail
operations as of November 1, 2004, enabling Laurél to concentrate better on its core competency,
the wholesale business. In 2003/2004 the Laurél Group generated sales of EUR 45.0 million,
compared to EUR 48.4 million the year before (-7.0%). Thanks to its cost-cutting measures it was
able to make a positive contribution toward the Group's profit. Aside from specialty stores and
franchisees, Laurél also sells its collections in 22 of its own stores and shop-in-shops around the

world (figures as of October 31, 2004).
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EMPLOYEES

EMPLOYEES

The program to cut structural costs led to substantial reductions in some segments of the staff.

The Company eliminated a total of 814 positions in comparison to July 2003, Of that figure, 225
employees were at ESCADA AG. Other major staff cuts were taken at two international subsidiaries,
ESCADA UK (54 employees}) and ESCADA USA (188 employees). The PRIMERA Group laid off
a total of 347 employees.

In September 2004, the logistics center was relocated from Peing, near Munich, to Reichersberg,
Austria. The staff cuts {120 employees) were partially countered by staff increases at Reichersberg,
which has a different personnel structure. The large number of pari-time workers there makes it
possible to allocate staff more flexibly ~ an important feature of the new logistics center, making

it possible to optimize turnaround times and respond flexibly to any requirement.

The decision in September 2004 to relocate Knitwear production operations from Germany to
ltaly (see “Restructuring” on page 28) affects some 55 employees at ESCADA's traditional location
in Aschheim, near Munich.

MANAGEMENT DISCUSSION
The staff cuts were carried out with no disruption of operations, in constructive cooperation with AND ANALYSIS
the responsible employee councils and representatives. The Board of Management is well aware

that these staff reductions, which were unavoidable if the Company is to be set on a lean corporate

platform, were painful for the employees involved, many of whom had been with the Company
for many years. Management extends its wormest thanks to the team for its hard work and dedication,

which has contributed significantly toward putting the Group back on a profitable footing.

ESCADA continued its programs in employee leadership and continuing education during the year.
Time-tested internal events, such as executive training courses, explored the principle of leadership
by way of target agreements, with the aim of motivating employees and enhancing the Company’s

culture of achievement.

ESCADA’s in-house Retail Academy conducts training courses in the collections and professional

conduct for sales employees, so as to sirengthen and safeguard their product knowledge and
fashion counseling skills. In addition to making due allowances for regional characteristics, staff 2
are also taught how to maintain uniform ESCADA standards when they counsel ESCADA's de-

manding customers. Sales teams from New York to Moscow are expected to share an awareness *

of the brand's typical features, like color, joie de vivre, quality and elegance, and to understand

how to communicate these concepts in their work with customers.
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EMPLOYEES

Fiscal 2003/2004 saw a further expansion of employee participation in the Group’s bonus program
{the ESCADA Value Added Incentive System). This bonus program, which gives staff a stcke in
the company’s success, is an important tool in achieving the strategic goal of raising the ESCADA
Group's enterprise value. To support the sale of such products as accessories in particular, a
worldwide incentive program was introduced in the Company’s own shops. All sales personnel
worldwide also attended a product training course. Many shops now have salespeople who

specialize in accessories.

This year again, the ESCADA Group offered an opportunity for trainees and interns in various
departments to gather their first experiences in their professions. On the reporting date ESCADA
AG had 25 trainees.

As of the reporting date, October 31, 2004, the ESCADA Group had 3,886 employees world-
wide. This figure is 281 fewer than at the same date a year earlier (4,167). The following summary

shows the change both inside and cutside Germany, and by segment:

EMPLOYEES BY REGION
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RISK REPORT

The risks to which the ESCADA Group is exposed in its worldwide business operations are system-
atically monitored Group-wide with a risk management system. Each quarter, the individual Group
companies prepare risk reports that identily risks, estimate their scope, probability and potential
for change, and present countermeasures. These reports are then summarized for the Group as
a whole by ESCADA AG. Reports are submitted regularly to the Board of Management and Super-

visory Board.

The following sources of risk have been defined:

* External business risks, such as sector risks ond market risks, as well as risks posed by changes
in legislation;

+ Internal business risks, including not only operating risks but management, technology, financial,

information and decision risks.

GENERAL ECONOMIC RISKS

MANAGEMENT DISCUSSION
A systematic implementation of the restructuring program inaugurated in September 2003, in AND ANALYSIS
conjunction with carefully focused risk management, significantly reduced the ESCADA Group's

overall risk during 2003/2004. Thanks to its leaner structures, the ESCADA Group is now in a

better position to respond more quickly and more flexibly to changes in the world market.
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RISK REPORT

SECTOR RISKS

ESCADA's size and market position have enabled it to operate independently as a strong brand
internationally in a luxury goods market that has been undergoing o process of concentration for
years. The PRIMERA Group, with its apriori, BiBA, cavita and Laurél brands, further strengthened

its market position as a successful sub-group in the mid-priced to upper-end segment.

OPERATING RISKS

Operating risks pertain mainly to the acceptance of new collections, and to guaranteeing their
exceptionally high level of quality. For that reason, ESCADA sets extremely high standards for
textiles and processing techniques. To deal with process risks and volue-added risks, ESCADA has
established comprehensive basic principles and process requirements for product and quality
management. Additionally, it constantly refines and adds to its already strong capabilities in pro-
duction methods, fabrication techniques and logistical procedures for procurement and inventory
handling in its own production and logistics operations. The PRIMERA Group adds value with its

own platform for procurement, fabrication and logistics, independently from ESCADA.

PERSONNEL RISKS

The ESCADA Group's success resls on our employees’ dedication and achievements. To maintain
a team of skilled staff and management with sector-specific expertise, the ESCADA Group has
developed focused programs for integration and employee profit-sharing, attractive systems of
remuneration, and both in-house and outside programs for continuing education and professional

qualification.

The ESCADA Retail Academy offers ongoing training in our collections for worldwide sales, and

provides systematic support and growth for our staff’s expertise in ESCADA products.

LEGAL RISKS

Adequate provisions are formed continually to cover all legal risks.
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FINANCIAL AND REPORTING RISKS

Among financial risks, the ESCADA Group's debtor risk is monitored through an in-house system

of limits and risk classes. Because of the Group's high proportion of exports, foreign-exchange risk
is hedged centrally by ESCADA AG. ESCADA AG haos already fully hedged foreign-exchange risks
for fiscal 2004/2005. To hedge interest-rate risks, the Company has signed interest-rate swap
contracts. As of October 31, 2004, these covered total borrowings of EUR 75 million.

To safeguard liquidity, in 2003 ESCADA AG obtained a syndicated loan for a total of EUR 238
million, with o term to December 31, 2006. Both ESCADA AG and the individual Group companies
also have further bank lines of credit of their own. The EUR 100 million bond was redeemed on

schedule on August 31, 2004.

A total of EUR 58.9 million in deferred tax credits comprises anticipated future tax savings from
accumulated losses brought forward. Current business projections indicate that deferred tax credits

on losses carried forward can be applied in full within the projection period.

BRAND RISKS

The ESCADA Group applies circumspect and foresighted management and extensive advance
legal research to avoid infringing third-party trademark rights and other such rights. Nevertheless,
such infringements con never be ruled out entirely, and may prove costly. All industrial property
rights for ESCADA, and all trademark rights matters regarding PRIMERA AG, apriori Textilveririebs
GmbH, BiBA Mode GmbH, cavita fashion GmbH and Laurél GmbH are maintained, monitored
and coordinated centrally by ESCADA AG.

SUMMARY

The success of the restructuring program, withdrawal from loss-making businesses, and a new

course set for profitable growth have significantly reduced risk potential.
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EVENTS SUBSEQUENT TO THE REPORTING DATE

EVENTS SUBSEQUENT TO THE REPORTING DATE

No events of exceptional note occurred after the closing of the fiscal year.
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QUTLGOK

OUTLOOK

By systematically pursuing the restructuring program, and by setting the course in a number of
strategic ways aimed at new products and new markets, ESCADA laid the groundwork in fiscal

2003/2004 to grow profitably even where the market for women's luxury fashions remains weak.
The following targets will define the main emphasis for the current 2004/2005 fiscal year:

1. ESCADA

» Concentration on growth in Company-owned retail operations {e.g., with higher full-price
sell-through rates);

s Expansion of wholesale business and franchise business, and further steps to tap such strategic
key markets as Chinag, Eastern Europe and Japan;

¢ Further optimization of existing collections {such as Ceremonia and Luxury-Spa};

* Higher gross profit margins thanks to an optimized production mix and better sourcing;

¢ Further cost cuts and optimization of processes in every segment (retail, collection development,
sales operations, production/logistics).

2. PRIMERA Group

MANAGEMENT DISCUSSION
* Expansion of apriori into an international brand; AND ANALYSIS

» Further expansion of BiBA stores;

» Optimization of the sales network at cavita;

* Optimization of collections at Laurel;
+ Simplification of all corporate processes.

3. Further improvement of the ESCADA Group’s financial structure.

In terms of the market, management does not foresee any improvement in worldwide business
conditions for women's fashions in the luxury segment during fiscal 2004/2005, and especially

not in the Group’s key European markets.

In all, for fiscal 2004/2003, in the cbsence of unforeseen events, the Board of Management
expects that:

* Group revenues in euros will rise;

*» Group EBITDA will rise significantly; and

+ There will be a disproportionate improvement in consolidated profit after taxes.

Aschheim, January 28, 2005
The Board of Management
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CONSOLUDATED BALANCE SHEET

ESCADA GROUP CONSOLIDATED BALANCE SHEET

AS OF OCTOBER, 3], 2004 in thousand euros
10/31/2004
ASSETS MNotes Group ESCADA  PRIMERA/Laurel Others
Noncurrent assets
Intangible assets (12} 35,882 30,904 4,978 0 ‘
Property, plant and equipment ’ ’(’13§ 73,385 ‘ 48,2.83 ‘ 25,102 o] ’
”‘Fin;;‘dai‘uss‘e‘}‘s‘ e e (M) . 8‘902 ..... . 4..”.8’695 IR 210 O
Deferred tax credits ' (15} 1 85,280 %2,359 12,921 0 ‘
Total noncurrent assets ' 203,449 160,238 43,211 ]
Current assets
________ Invemones e e ”6) ]24,78A106367 o s
Trade éccounts receivable n7 57,371 39,383 17,623 345 ;
Other current osséts (18} - 3‘2,343 . 22,319 3,233 A 6,7N l
H-‘[cx‘(‘:redi‘;s”” et e e “.Q.} 8,49..8 e 5225 [ 3273 . . 0..,
COShmdcoshequwciems vvvvvvv T e {20]v T 25,553 - ]2529‘2'963 - 61
Total current assets 248,549 135,823 55,174 7,552 )

Total assets 451,998

LIABILITIES AND SHAREHOLDERS' EQUITY

Shareholders’ equity

Shareholders’ equity (21) 88,146
Minority interests (22} 632
Total shareholders’ equity 88,778

Noncurrent liabilities

2,330 9] o l

. 175‘04 ....... 2729] . 0 .

..,...Long.rerm o o e s \251 ...................... 7/888 ............... 7 557 331 e e o O

Deferred tox |icbi|iti;3; ‘ 126} ;5,5\5 ‘ 2,418 3,097 .0 ‘

Total noncurrent liabilities . 218,128 187,409 30,719 0 v
Current liabilities

Shortterm financial liabilities (24) 31,913 31,235 678 s} ‘

Shortterm provisions and accrued liabilities (25) 39,17§ 26,797 N,745 637 }

b e S <77]52/95632'938 ...... S 39

Other shortterm liabilities {28) o 1.5,867 13,371 2,436 60 ‘

Tax liabilities {29} 5177 4,300 877 0 '

Total current liabilities : 145,092 108,641 35,715 736

Total liahilities and shareholders’ equity 451,998
y/
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CONSOLIDATED BALANCE SHEET

ESCADA GROUP CONSOLIDATED BALANCE SHEET
AS OF OCTOBER, 31, 2003

in thousand euros

10/31/2003 w
ASSETS Notes Group ESCADA  PRIMERA/Loure! Others
Noncurrenl assels
. lmcnglbie Ossel.s. ...... e s “2] 2 738 - 184508. [ 4'830 ............ ,
....... o plcmcnd equmem T .“3} e ...évo‘ﬂo I o 28’255 IO .
Flnancml assets {14} B 9175 8,952 223 (o}
Defe"ed N creans . . . e . ro 66 . 7]/77..3 s 7923 ........................ 0
Total noncurrent assets o o 192;“8‘79 ‘ ' V\SI,édém 41,231 o 0
Current assets
{nventories (16} 134,413 109,104 . 24,104 1,20.5'
Todeocconisroceivable 1) saes 36238 16402 1,824
”mo,he, Currem Osse's ................... “8).. . 33 2]4 s 24/65] ...... - 2’956 .................... 5'607
.,‘.‘Tax Credns e e s “9} ................... 8 729 3 97&,'.,, 4‘753 et e O
Ccsh and cosh equlvalents ‘ R (?'O) ‘ i4,4\7 h 12 975 “ o 1,398 o 44
To!al current assets o . ” 24‘5,237 “ 186 9411 ............. ;9,(;15 .......... 8 680

Total assels 438,116

LIABILITIES AND SHAREHOLDERS’ EQUITY

Shureholders equnty

Shareholders eqmry {21} 72,993
Mmorny inferesis (22 1,304
Total shareholders’ equity 74,297

Noncurrent |icbili1ies

Bonds 0 ‘ O

Long erm flnoncxcl hcb:lmes 35,;96 " O

» Long -term provisions ond cccrued IIGb!'IerS >5‘|9 O

' De Ferred ful)‘(”i;;:bﬂmes o {26} ‘ 3,78“4 360” WO

Total noncurrent liabilities - 196,295 160020 36175 0
Current liabilities

"""""" 'sl.;;}}e,m fmcng{;ﬁmb.«.nes g wazs a0 3&77 23,041

» ShorHerm provisions ond cccrued llcbwlmes‘ o (?5) ‘ ;;51,295 o 36793 o 13,8‘8 .................. 6 éd

Trcde occounts payable (27} 58,855 34,687 24,148 ) 0

‘ Other shorr term llobllme; ““““““““““ ()8) - 16,.771 ““““ 13,998 ‘ 2,493 ‘ o 230

. Tox hcb‘m;;; ““““““ ‘2‘%...' s 25 218]5_.” [ 610 R 0

Tmcl o habllmes e e e et “]67524 88753 R 5476624005

Total liabilities and shareholders” equity 43816
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CONSOUDATED INCOME STATEMENT

ESCADA GROUP CONSOLIDATED INCOME STATEMENT
NOVEMBER 1, 2003 - OCTOBER 31, 2004

in thousand euros

-
2003/2004

Notes Group ESCADA  PRIMERA/Laurd! Others
Sales {30} 625,455 412,730 205,790 6,935
Changes in finished goods and work in progress -5,685 -424 -4,601 -660
Cost of materials 241,013 143,504 23,717 3,792 '
Grossproft 378,757 268,802 107,472 2,483
Personnel expenses (3] 148,146 98,971 47,283 1,892
Other operating expenses {32} 208,729 155,850 50,164 2,715 ‘
Other operaling income (33} 25,438 21,552 3,300 586 '
EB”DA OO i 4;‘320. - 3.5’553, . 13’325 s -]’538 .
Depreciation and amortization (34) 22,105 17,520 4,585 0
EBIT [before restructuring) 25,215 18,013 8,740 -1,538
Restructuring ond one-ime expenses (35) 5,394 675 -1,426 6,145
EB”(cher ,es,wc,urmg) .......................................... : ]9182] e 17’333 e 101166 . -71683
Net financial expense {36} -13,347 -11,359 -1,088 -900
Profit/loss before taxes 6,474 5,979 9,078 -8,583 l
Taxes on income {37} 1,978 2,698 -720 0
Profit/loss fter faxes 4496 3281 9798 8,583
Minority interests 654 26 680 0
Consolidated profit/loss 3,842 3,307 9,118 -8,583
UNDILUTED EARNINGS PER SHARE

2003/2004 200272003

Consolidated profit /loss [in thousand euros) 3,842 77,746
Weighted number of issued no-par shores Ge2s88 7,243,737
o ;;mings el eu.'.-.;s .................................... - 024 e et _1073

There was no dilution effect in fiscal 2003/2004.
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CONSOLUDATED INCOME STATEMENT

ESCADA GROUP CONSOLIDATED INCOME STATEMENT
NOVEMBER 1, 2002 - OCTOBER 31, 2003

in thousand eyras

2002/2003

Notes Group ESCADA  PRIMERA/Laurél Others
Sales (30) 620,831 41013 200,592 10,126
Changes in finished goods and work in progress -12,289 -4,253 -5,700 -2,336
Costofmaterials 243,700 142482 97558 3,660
Gross profit 364,842 263,378 97,334 4,136
Personnel expenses {3t) 159,448 107,661 49150 2,637
Otheropemnng e“;evnse; ................................ (32.}« o 242952 “““ ]8]'41“4“ . . 57822 R 3’7]6
Other operating income e 45,953 w757 s0e0 136
EBITDA 8,395 15,060 -4,578 -2,087
Depreciation and amortization {34) 27953 20,454 6,035 1,464
EBIT (before restructuring) - -19,558 5304 L0613 3,550
Restructuring and one-time expenses {35) 54,550 23,323 5,598 25,629
EBIT [after restructuring} -74,108 -28,717 -16,211 -29,180
Net financial expense {36} -35,76 -14,098 -3,329 -18,334
proﬁf/lossbe;orewxes ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, —]09869 —428]5 . ._]9‘540 e
Taxes on income (37 -32,2456 -31,003 -1,439 196
F;ro.fit/ioss of}.et; .tclxes » ‘—77,.623 ‘ - 11,‘8‘72 ‘ - 18,”101‘ <47,7ld
Minority interests 123 37 -194 0
Consolidated profit/loss -77.746 -12,129 -17.907 -47,710
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STATEMENT OF CHANGES IN EQUITY

ESCADA GROUP STATEMENT OF CHANGES IN EQUITY
NOVEMBER 1, 2003 - OCTOBER 31, 2004

Issved Additional Legol

capital paid-in capital reserves
Balance on October 31, 2002 39,619 39,451 855
Dividend distributions
ioss 2602/2003
tépi,ol increqsé “““ [ N 36251 [ 3]852 SR
Tmnsfe”oreserves ;or s';ckop‘ﬁon; ““““ e e et 388 e e
;Frc;nsferro re;ervés for E:;nQ;s}tiblé b;:nd - o o o 1,580
Honir to crnings receren PR e e AU L 5
Withdrawal from reserves S 68080
‘Ch;r.{é.e et co;-‘s..o“d&,ion/wnorw .i‘,;,‘er;;,s . N A 448
Foreign currency franslation differences
Treasury stock
o,hermp,m' ............................................................................................................................................
Bolonce on October 31,2003 75870 T 0
Profit 2003/2004
Ccp;.?.‘.li..i.nc.recse JT— . s e I . .,,,,v8'422 ............... 8027 ..........................
thdmw& o ,esewes SO N R e
Transfer fo sarnings reserves ‘ I 13
‘Chcnge in scope of consolidation/Minority interests
Forelgn cu;r;l;;y...‘.;c,n,s_laﬂon diffé;ér;;es ..............................................................
Ot‘hver'ccpild . ‘
Balance on October 31, 2004 84,292 13,968 773
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STATEMENT OF CHANGES IN EQUITY

in thousand curos

Other Retained  Foreign currency Other Treasury Minority
earnings earnings translation capital stock interests Total
reserves differences
17,034 3,820 -6,523 4,853 -15,799 1,752 85,262
-2,903 -2,903
.............................................. s — . ]23 -771623
48,103 l
. 388
........................................................ .- 1580
............. e _79] I 0
-11,583 77,663 0.
-571 ~719
............................................................ e —4"718}
9,221 sz 6578
-1,65% -1,651 '
6,189 -9,178 -11,241 3,202 o] 1,304 74,297
3,842 654 4,496
H 16,449
1,450 0
,,,,,,,,,,,, o o fe
2,646 3 2,649
2,492 2,492
8,052 -5,762 -13,887 710 0 632 88,778 J
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CASH FLOW STATEMENT

ESCADA GROUP CASH FLOW STATEMENT

n thousond euros

2003/2004 200272003 )
Consclidated profit/loss before minority interests 4,496 -77,623
Depreciation and umorhzohon of noncurrent qssets 22,105 ¢ 34,534‘
wr.l,t;;é;,;f,r,‘;ncwrem L _2,49 -79
Increase (+)/(i‘;cre<;;€;‘(-) in long-?ermv ;;I'OVISK‘);\S Mé -3,845
vOther noncash income {-)/expenses {+) -1,309 6,722‘
Total cash flow 25,186 -40,291'
Decrecse {- )/mcrecse (+) in short term provmons -12,116 1,703
Los; (+})é;m (- I on dtsposol of noncurrent assels ‘ 50] —22‘7
Decrease {+) in inventories, trade accounts receivable and
other assets 4,431 12,51
Decrecse O /l.;’.;.r.;ase (+) - "qde S poyablg.and et et
other liahilities -5,051 15 197
Cash ;rowded by/used m‘;‘perqhng activities 12,§51 vvvvvvvv ” -1, 109
Payments received from disposal of noncurrent assets
{residual value of the assets plus gains ond less losses from
disposal) 2,193 6,271
Ccpnal expendltures for lntcng\ble assets -4 747 ~9,774
Conel oxpenios {or oot s ond eqmpmem ........... 13 884 ........................................... _]2’860
Payments for new shares in fully consolidated companies Clisa8 41,690
Other payments received {+]/payments (-] for financial '
mvestmenrs 1,100 -58
Pcymenls for equ mvesrments.mw vvvvvvvvvvvvvvvvvvv -3‘80.‘ “““ O
Paymen!s for the acquisition of interests in associated companies 0 -15
Payments for acquisition {-}/from sale (+) of securities -93 . -156
Deconmhdo“on/scle of sub“dw”es ......................................................... o : 124
COSh undcmh eqUNUIems receWEd ;rom hm conmhdamn ................................... g 228
Cash used in investing activities -31,239 —18,176
andends pmd to shoreholders 0 -2 903
Pcymer\!s recewed from the sa|eof Ireasury srock O N ' 6 578
Repoymem (_ /‘sweﬂ hogs -IOO’OOO ]9‘9]2
Payments received from the issue of new srock 0 70,803
Proceeds from (+)/repayment of (- ) borrowmgs o 129,9]0 - —71,383
ot orovidod by fmancm;;;;wmes .................................................... 29[910 ............................................... 23,007
Changes in cash and equivalents offecting payments 11,622 ° 3,720
Effect of exchange rate chunges on cash ond equwolents -486 —413‘
Cosh ;;\bcbi»;;:“sﬁvevqulvclems at begmmng of perlod ............ M,.M.7 ........ II;I.ié
CGSh e equwdems mendof penod ......................................................... 55 553. e 14'417
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NOTES 7O THE CONSOUDATED FINANCIAL STATEMENTS [1)-(3)

(1) GENERAL INFORMATION

ESCADA Akiiengesellschatt {also called ESCADA AG
below), a stock corporation under German law, is
the pareni company of the ESCADA Group.

ESCADA AG is listed in the Commerciol Register
of Munich Local Court, under HRB No. 74942,

The ESCADA Group's business operations focus
on the design, manufacture and sole of apparel,
knit goods and texiile goods of all kinds, tecther
goods, handbags, fashion accessories, fragrances
and cosmetics.

The reporting date for the consolidated balance
sheet of ESCADA AG is Ociober 31, 2004. The
consolidated income stotement, statement of changes
in equity, cash flow siclement, nofes to the consolidoted
financial slatements (including segment report}, and

management’s discussion and anclysis cover the period
from November 1, 2003, to October 31, 2004.

The consolidated balance sheet, consolidated
income statement, siatement of changes in equity, cash
flow statement and segment report are shown in
thousands of euros. Figures in the management discussion
and analysis are shown in millions of euros.

To provide a more accurate view of the Company's
net worth, financial position and earnings, the balance
sheet, income statement and segment report have been
divided into three business areas: ESCADA,
PRIMERA/Laurél, and Others. The previous year's
figures have been adjusted accordingly. The “Others”
business area comprises activities that are not directly
allocated to either ESCADA or PRIMERA/Laural.

{2) APPLICATION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

The consolidated financial statements of ESCADA AG
as of October 31, 2004, were prepared in accordance

with the International Financial Reporting Standards {IFRS)

and International Accounting Stendards {IAS) of the
International Accounting Standards Board {IASB), with

due acknowledgement of the interpretations of the Inter-

national financial Reporting Interpretations Commiitee
{IFRIC).

The consolidated financial statements include the
following material deviations from German law in
regard to principles governing recognition, valuation
and consolidation, as well as reporting rules:

*» Orgonization of the balance sheet by current and
noncurrent items, with corresponding adjustment
of values from the previous years {IAS 1};

* Differences in the recognition of deferred toxes

{IAS 12};

* Differences in the attribution of beneficial ownership
for tinance leases {IAS 17);

* In accordance with IAS 27, minority inlerests mus!
be reported in the consclidated balance sheet
separately from borrowings and the equity held by
the parent company's shoreholders;

Monetary accounts receivable ond liabilities are
converted at the exchange rate as of the reporting
date (IAS 21}

The volue of ireasury shares is deducted from equity,

in accordance with SIC 16;

Derivative financial instruments are stated at fair value
in accordance with IAS 39;

Goodwill subsequent 1o the time of acquisition has

voluntarily been measured by the impairment-only
approach under IFRS 3, starting with fiscol
2003/2004.

(3) COMPLIANCE WITH REQUIREMENTS FOR EXEMPTION FROM DUTY TO
PREPARE CONSOLIDATED FINANCIAL STATEMENTS UNDER SEC. 292A OF
THE GERMAN COMMERCIAL CODE

Under Sec. 292a of the German Commercial Code,
the Company is exempt from the duty 1o prepare

consolidated financial staterments on the basis of German

74

accounting procedures. The Company has met the
following requirements for ihis exemplion:
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NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS {3}-{4)

It has complied with the requirements of the German
Commercial Code [Secs. 290, 295, 296) regording
the scope of consolidation.

The consolidated financial statements of ESCADA AG
as of October 31, 2004, were prepared in accordance
with the International Finoncial Reporting Standards

.

and Seventh Directives of the European Union. This
opinion was reached in accordence with German
Accounting Standards [DRS 1) os esiablished by the
German Accounting Standards Committee [DRSC e.V.).
Deviations from German law in regard to reporting,
valuation and consolidation principles are explained

(IFRS) of the International Accounting Standards Board under ltem (2).
(IASB]. The informative volue of 1AS consolidated

financicl stotements con be considered equal to thot

The employed accounting principles are exploined
in the notes to the consolidated financicl siatements.

of consolidoted financial statements prepared under The exempting documents have been examined by

the requirements of the German Commercial Code. the independent auditor, who has confirmed that they
Additionally, a consolidated management discussion meet the requirements for exemption.
and onalysis has also been prepared in compliance These prerequisites were assessed in accordance

with German Accounting Standard No. 1 (DRS 1) as

established by the German Accounting Standards

with Sec. 315 of the German Commercial Code.
*» The exempting consolidated financial stotements are

consistent with the pertinent requirements of the Fourth ~ Committee.

{4) SCOPE OF CONSOLIDATION

In addition to the parent company, ESCADA AG, the
consolidated Group in the consolidated financial state-
menis comprises 39 fully consolidated companies.

7

~
Share belonging

Nominal capital Currency

in thausands to Group in %
ESCADA Mumch
Europe
ESCADA (UK. limild, London, Unfed Kingdom T - 100.0
ESCADA Frcnce S. A R L Pcms, Fronca ‘ 10,622 EUR » 100.5
MONTNGNE EXPANSDN SA Pa”s ance NG 40 EUR ......................... 1 000
ESCADA DE\/ELOPMENT SA RL Puns, ance........“.., e s e 3049 .o EUR JOO R 1000
ESCADA Mome leo 5 A M Mome CQ,|0 Monoco 1500 s EUR e ]OOO
ESCADA Mcgllo tali S.r.., Regglolo Iraly T e 100.0
ESCADA Hciwc 5 r‘ Rome ltcly ‘ 3,640 ‘ E;UR » 100.0
G,upo ESCADA Espona SA Ma;resc Spmn e e 1 505 .................... EUR ................................ 1000
pmyedo Empresono‘ lnvmo 5|_ Momescl Spqlr‘; NSNS RO 3 e EUR . 1000
T ST S Y
ESCADA Holdmg B v Amslerde Netherhnds 136 EUR 100.0 ‘» NOTES TO THE CONSOLIDATED
ESCADA Sweﬂa;nmkw” AB Skaho'm sweden e et e s 250 [ SEK e ]000 : FINANCIAL STATEMENTS
‘ESCA‘(SA d'o'ow Togeb Comte 2 RO HRK 1000
ESCA.DA Logistik GmbH, Re;chérsberg, Austria » 70 EUR 160.0
Germany ..................................................................................... et e e e e
PRIMERA . k| .d f b,k GmbH ASChhelm/MUnICh‘....u.m........ T 26 e EUR s e 100 0
Clcsen Be,e”,gungs GmbH Be,hn AR e ..A,79.a_ ............. EUR ........ 1000

kESCADA Tex,,fver,,,eb GmbH A“hhe.m/,M,‘_J;;.A,” TN 26 i ,EU.R_Y ]OOOJ
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {4)

Naominal copital Currency Share belonging
in thousands to Graup in %
Norfh America
ESCADA (USA) inc., New York USA ‘ Common sl.ock 2,060 USD 100.0
........................ s oned s e T T
B E M Emerpnse L!d New York, USA 0.1 usp 80.0
EscADA CANADA |nc Toromo B c‘,mmo“ G 3120 e
Preferred stock 2,980 . CAD 1000‘
As'a ........................................................................................
P L‘m“ed coni o ‘ e 372000 e o
.ESCADA (Asra) er Hong Kong, Chlnc ‘ ‘ . 526 HKD » . 100.0
cicoon o (HK) e Ho,;g Kong‘ Ly aooo ........................ s oo
FRIMERA {Asia) Ltd,, Hong Kong, China 500 HKD 100.0
ESCADAJGPM e e Japcn s
Green Horse Co., ltd., Tokyo, Japan H 16‘000 YEN 100.0
PRIMERA MUNSTER ' - - »
Gamany T
PRIMERA Holdmg GmbH Aschhelm/Mumch 51 EUR 100.0
pmMERAAG e 2/555 S o
covita fashion GmbH, Munsler 3 042 EUR 100.0
gpn.o“h f;x;;ivg,'.”;g; i e B 2 045 e
PRIMERA Retail GmbH, Munsrer ' » N . EURI . 100.0
B:BA Mode GmbH Dursburg » H - ’ 1,534 EUR 75.0
BlBA&Pc”scop ot O Dmbwg ‘ S e
Laurel GmbH Aschherm/Mumch 2,000 EUR 100.0
omﬂde Germany e e v
Lcurel Jcpan Co I.td ’ Tokyo, Jcpcn - » ‘ 0 000 o YEN 160.0
Lcuréi Chlno err(ed Hong Kong, Chmc S o 4 OOO . HKD R IOOO
schnebe,ge( Gesm oh st L S o
PRIMERA Tumsne S A Ez Zohora Tumsta ‘ o . 670 TND 100.0
i i o Kong‘ o o 1000}
ESCADA Maglia lialia S.c.l., of Reggiolo, ltaly, and Furthermore, the remaining shares of other pariners in
Proyecto Empresarial Invitic S.L., of Manresc, Spain, Grupo ESCADA Espafia S.A., of Manresa, Spain,
are consolidated for the first ime. omounting to 25.14% of the already fully consolidated
These companies have not been active until now, company, were acquired as of November 1, 2003,
are wholly owned, and were ocquired in full by found-  The application of the purchase method yielded o

ing or purchase toward the end of the fiscal year, There  positive difference which is reported as goodwill under
was no goodwill involved. intangible assels.

Their consolidation had no influence on the net worth,
financial position and earnings of the ESCADA Group.
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NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS [4}-(8}

ESKO Mode GmbH i.L., Dusseldort
Mademoiselle-Mode GmbH, Duisburg

EPA S.sl., Florence, lialy

ELC Handels- und Produktionsges.m.b.H., Budapest,
ceased operations enfirely. Hungary

The following companies were notincluded in the

consolidated financial siatements because of their

immateriality, specifically becouse their business

.

operations are minimal or suspended, or they have

ELC spol. s.r.l., Prague, Czech Republic
ESCADA Hawaii Inc. i.l., Hawail, USA
Madrid Laurel S.A. i.L., Madrid, Spain
* Schneberger Tunisie S.AR.L., Ez-Zahara, Tunisia

* Second Season Designer Fashion Handels-GmbH,
Aschheim,/Munich

{5) EQUITY INVESTMENTS

The ESCADA Group holds equity investments of 19% in ESCADA-Shop-Handels Ges.m.b.H., of Vienna, Austiia.
FILUS Verwaltung GmbH & Co MobilienleasingOHG,  For lack of material influence the equily interesis in

of Munich (share of voting rights]; 5.1 % in Clasen Schustermann und Borenstein GmbH (40 %) and

GmbH & Co KG, of Berlin; and 5.1% in Herbert ESCADA Shop Frankfurt GmbH {25 %) are not con-
Clasen GmbH, of Berlin. ESCADA AG holds 0.2 % of solidoted ot equity by the ESCADA Group.

(6) INTERESTS IN ASSOCIATED COMPANIES

The Company's interest in EPAS proizvodno podjetie Because of their immatericlity, ESCADA's equity interests
d.o.o0., of Gornja Radgona, Slovenia {49 %), is in ESCADA GENEVE S.A., of Geneva, Switzerland
included at equity in the conselidated financial state- {50%), and in EJ. Co., ld. i.L., of Oscka, Japan
ments. {45 % of common stock) are not consolidated af equily.

{7) REPORTING DATE FOR CONSOLIDATED FINANCIAL STATEMENTS

The consolidated statements are prepared as of sheets of the companies included in these financial
October 31, 2004, the reporting date for the fiscal statements, with the exception of EPAS proizvodno
year of the Group's parent company, ESCADA AG. podietie d.o.0., of Gornja Radgona, Slovenia [Dec. 311.
This reporting dale for the consolidated financial state- This company is recognized by way of an interim

ments is identical 1o the reporting dates for the balance  financial statement ot October 31, 2004.

{8) CONSOLIDATION PROCEDURES

NOTES TO THE CONSOLIDATE
FINANCIAL STATEMENTS g

Capital consolidation Debt consolidation

Capital was consolidated by the purchase method Accounts receivable and liabilifies among companies
(IFRS 3], offsetting the carrying values of equity interests  included in the consolidated financial statements are
agoinst the value of the subsidiaries’ net assels as of eliminated by debt consolidation.

the time of their acquisition.
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NQTES TO THE CONSOUDATED FINANCIAL STATEMENTS (8)-{10]

Consolidation of income and expenses
Intra-Group revenues have been eliminated, as have
income and expenses among the companies included
in the consolidated financial statements.

(9)

Elimination of intra-Group gains and losses
Unrealized profits generated by intra-Group supply
relationships and conlteined in the inventories of the
included companies as of the reporfing date have been
eliminated.

FOREIGN CURRENCY TRANSLATION PRINCIPLES

Reporting currency
The balance sheet and income statement have been
prepared in euros.

Foreign currency translation for consolidated
subsidiaries

In keeping with 1AS 21, the balance sheet items for
foreign subsidiaries have been converted at the mid
rates as of the reporting date, October 31, 2004, The
average exchange rates for the fiscal year are used in

converting items for the income siatement. Any resuliing
currency conversion differences are reported as foreign
currency translation differences under shareholders'
equity in the consolidated balance sheet, with no nel
effect on the income statement.

If currency conversion differences result from o
capital consolidation, they are reported as foreign
currency translation differences under the item for
shareholders’ equity in the balance sheet. They too
have no net effect on the income statement.

PRICE OF 1 EURO

Rale as of reporting date Average rate

10/31/2004 10/31/2003 2003/2004 2002/2003
Usb 1.2757 - 1.1638 1.2268 1.1071
caD ssas 15340 16122 15879
GBP 0.6962 0.6582 0.6798 0.6842
AUD 1.7060 1.6498 1.6814 1.7628
TN.D .................................. v.1,v5763. ............... ]4793 ]5336 . ]4403
MYR 4.7900 4.4124 4.634 4.2005
HKD ............................................................. 9 9385 5 ovas e 86268
CHF 1.53(54 1.5502 1.5484 1.5085
MAD ”oqoo __]_6_'8800 e ”0075 ................................. 107767
SEK .;.Oéo,o 90480 . 9.,]4'24 e 9 ]369
DKk 7.4330 7.4339 7.4405 7.4254
HRK ................................................... 74796 ......................... 75830 .................................. 74947 ................................ 7 5366
JPY 135.1500 126.8100 132.9900 130.1292
KRW 14274900 1738100 14263558 1,319.5400

{10) REPORTING AND VALUATION METHODS

General information

The consolidated financial statements of ESCADA AG
as of October 31, 2004, were prepared in accordance
with the [nternational Financial Reporting Standards

(IFRS} of the International Accounting Standards Boord
(IASB), with due acknowledgement of the interprefations
of the International Financicl Reporting Interpretations
Commitiee (IFRIC}.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (10}

The annual financial statements of the companies
included in the consolideted financial siatements were
essentially prepared using the parent company’s report-
ing and valuation metheds, which are explained below.

Intangible assets

Intangible assets acquired for consideration are capitalized
at their acquisition cost. Scheduled depreciation is taken
on a straight-ine basis over their expected useful life of
three to five years. Goodwill subsequent to the time of
acquisition has been measured by the impairment-only
approach under IFRS 3, starting with fiscal 2003/2004.
Where necessary, items have been written down fo
their lower fair value.

Property, plant and equipment

In compliance with 1AS 16, properly, plant and equip-
ment are valued at the cost of acquisition or production,
as applicable. Noncurrent assets subject to wear and
tear undergo scheduled depreciation on a straightline
basis over their expected useful life. Low-value assets
are fully depreciated in the year of their acquisition.
Where necessary, items have been writen down 1o
their lower foir value. The following useful lives ore
applied as a basis for depreciotion:

* Real estaie 20-30 years
* Plant and machinery 3-10 years
» Other fixtures & fittings,

tools and equipment 3-10 years

Maintenance expenses are treated as expenses for
the period.

For lease relationships in which the Group is the
lessee, beneficial ownership of the leased property is
attributed to the lessee in compliance with IAS 17 it
the lessee essentially bears all risks and opportunities
associated with ownership (finance leases}. The methods
of depreciation and useful lives are equivalent o those
of comparable owned asseis. These ilems are normally
capitalized ol acquisition cost as of the signing dale of
the lease agreement. The corresponding lease obligations
are reported under frade accounts payable. The interest
component of lease obligations is reported in the income
siatement for the duration of the lease. if beneficial
ownership under o lease remains with the lessor (operat-
ing leases), the leased items are reported by the lessor.
The associaled lease expenses are reported in full as
an expense.
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Financial assets

Financiol investments are normally reported at acquisition
cost. Where necessary, ilems are written down 1o their
lower fair value. If there is no longer any reason fo
refain the lower valuation, they are written up to their
higher fair value {maximum acquisition cost).

Inventories
Raw materials, supplies and merchandise are generally
valued at acquisition cost plus incidental acquisition
costs, in compliance with IAS 2. Work in progress and
finished goods are valued o their cost of production.
In addition to direct cosis, the production costs also
include proportional overheads for production and
materials.

ltems with impaired marketability are written down
to their net realizable value.

Accounts receivable and other assets
Accounts receivable and other assets are normally
stated at foir value.

Provisions and accrued liabilities

Provisions are sel up under 1AS 37 if a past event eniails
a present legal or constructive obligation, if it is likely
that resources having economic value must be expended
to meel this obligation, and if the amount of the obligation
can be estimated reliably. All recognizable obligations
are taken inic account under “Other provisions and
accrued liabiliies.” Valuation is bosed on the probable
amount.

Liabilities

liobilities are stated ot their repayment amount. The
carrying value of long-ferm debis is equivalent to their
fair value, since they are subject to marke! inferest rates.

Deferred taxes

Deferred toxes are computed on the basis of the liability
method, oriented to the balance sheet {IAS 12].
Accordingly, deferred tox items are normally formed

for all differences in reporting and valuation between
IAS principles and tox reporting principles. However,
deferred taxes are recognized as an asset item only if
they can presumably be realized.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS




In carrying forward unused tax losses, deferred tax
crediis are copilalized as a function of the probability
that future taxable income will be available cgainst

NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS {10)-{3 1)

which the unused tax losses can be applied.

(11} CHANGES IN ASSETS

The following tax rates are used in caleulating deferred

toxes:

* Group companies in Germany: 38.65 %

* Group companies outside Germany: Local tox rales

Acquisition cost

Carried
forward
/1703

Additions

Disposals Changes
mn

currency

parities

Transters

Final
status
10/31/04

1.
2.
3.

1.

howin

Financial assets

[ R

Total noncurrent assets
L

Goodwill
Other intangible assets

Advence payments on intangible ossets

Total intangible assets

Property, plont and equipment

Land and buildings

Plant and mochinery

Other fixtures & fittings, tools and equipment

Advance payments on property, plant and
equipment

Total property, plant and equipment
1.

Interests in cffiliaied‘;;mbanies
Equity investments

Interests in associated companies
Loans to associoted companies
Longterm securities

Other loans granted

Total financial assets

11,058

38,31
2,073

51,442

2,061
1,858

21,223
291,055
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. ” .
224

1,325

13,884

17

380

14,039
4,428

18,746

594 -2
2,052 -377

1,281

o]

41,591

43,242

814 0 -1,193 545

3,260 -379 88 66,637
7,814 -85 -410

531 -779 0 12,932

12,314 -4,392 822 148,239

-500 1114

-88 205,527

24,301

4,138

13,626

2,151

234 2w
S o
VI e
- e i
1,094 0 20,701
33,724 26,246 -5,668 0 292,865
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NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS {11)

Depreciotion and amortization

Carried Additions Dispesals Changes Transfers Write-ups Final Book Book vulue
forword in status valve 10/31/03
/1703 currency 10/31/04 10/31/04

6,615 122 594 -1 0 0 6,142 18,359 4,443

............... 10w e e _233 . 0 e . R 2416]3 16’973 ]7,222

0 575 575 0 0 0 o} 545 2,073

27,'704' .6,246 2,956 -23§ 0 0 30,755 35,882 23,738

2,348 7,366 -22 -144 9 16,729 26,513 29,623

‘ il,lOO 91.3” 506 ~591 ‘ 0 ...... 0 10,921 2,0n 2,918

105,118 13,156 Nn27 —‘2,}Q9 144 0 104,492 43,747 46,694

0 0 0 0 0 0 0 1,114 1,033

138,120 1&,4.142‘ 18,999 . -3,412 0 9 132,142 . 73,385 80,270

3,810 0 22 0 0 0 3,788 350 233-

. aow .......................... 0 ........................... 0 ....................... g O ......................... 0 ,,,,,,,,,,,,,,,,, 3’010 ,,,,,,,,,,,,,,,,, 5616 .................. 5’236

6 0 0 0 vO 6 0 249 9

.................... ; . 5 ; .0. . 0 .0. . 200 0

_— . : o S I o e e T e

- 222 » Ol 207 -14 O O 1 v 336 I>,636‘

..................................... . |2048 ; oo -M . .0, . : o Voo 91175.
177,872 22,688 22,184 -3,665 0 15 174,696 118,169 "3,183/
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NOTES TO THE CONSOLDATED FINANCIAL STATEMENTS (12)-(14)

(12) INTANGIBLE ASSETS

Goodwill
Goodwill subsequent to the time of acquisition has
been measured by the impairment-only approach under
IFRS 3, starting with fiscal 2003/2004. The valuation
of goodwill for the PRIMERA/Lourél business orea
at EUR 4,324 thousand has been confirmed as o fair
value. Goodwill for the ESCADA business area,
measuied at a carrying value of EUR 119 thousand as
of November 1, 2003, has been written off in full as
a result of its impaired value.

Goodwill fotaled EUR 18,360 thousand as of
October 31, 2004 (vs. EUR 4,443 thousand the
previous yeor). Of this omount, EUR 18,323 thousand

{vs. EUR 4,443 thousand) pertains to differences resulfing
from the consclidation of capital, and EUR 37 thousond
(vs. EUR O} periains to goodwill transferred from financial
statements of individuc! companies.

The addifions of EUR 13,999 thousand to good-
will through capital consclidation pertain to the acquisition
of the remainder {25.14 %) of Grupo ESCADA Espafia
in fiscal 2003/2004. The region to which this compony
is allocated is Spain.

Other intangible assets
This item includes compuier sofiware, licenses, and
other rights such as subsidies fo franchise partners.

{13} PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment also includes leased
items for which title is attributed to the lessee (finance
leases). Aside from finance leases, the ESCADA Group

also has numerous rental or lease agreements whose

economic content categorizes them as operating
leases, under which ownership of the leased item is
aftributed to the lessor.

Future payments for finance leases and operating
leases are due os follows:

PAYMENT OBLIGATIONS FOR FINANCE LEASES AND OPERATING LEASES

in thousand euras

1 year or less 1140 5 years Over 5 years Total
Finance leases ]
. Fumre Pcymems ,,,,,,,,,,,,,,,,,,,,,,,,, 2508 . 8,284 4'168 ]4‘960
 Discounting 388 854 1960 3,180
Net present value 2,142 7.430 2,208' 11,780
,Opercnng |é§;es e e e et et e encsntre s Lo
‘ Future payments 62,414 170,360 74,406 307,180 )

The carrying value of copitalized leased assets is
EUR 16,983 thousand [previous year: EUR 22,393
thousand), of which EUR 16,877 thousand is in

(14) FINANCIAL ASSETS

buildings and EUR 106 thousand is in other fixtures &
firiings, tools and equipment.

Interests in affiliated companies
This item periains to equity interests held in a number
of companies that are not consolidated because of their
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immateriality to the Group's net worth, financial position
and earnings.



NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS {14}-116)

Equity investments

This item includes a number of companies that are
nol consolidated at equity because of their immaterial
importance o influence.

Interests in associated companies

This item comprises the Company's inferest in EPAS
proizvodno podijefie d.o.c., of Gornja Radgona,
Slovenia {49 %), which is included at equity in the
consolidated financial statements.

{15) DEFERRED TAX CREDITS

in thousand euros

Acquisition cost 15

Percentage contribution to period earnings 2002/2003 -6

10/31/2003 9
Percentage contribution to period earnings 2003/2004 240 |
10/31/2004 249

Llong-term securities
This item is essentially interests held in a retail company.

Other loans granted
This item comprises a number of loons with remaining

terms of five vears or less.

Deferred taxes total EUR 85,280 thousand (vs. EUR
79,696 thousand}. Of this amount, EUR 79,270 thou-
sand {vs. EUR 72,302 thousand) is reported in the
single-entity bolance sheets of consolidated companies,
and EUR 6,010 thousand [vs. EUR 7,394 thousand)
results from the elimination of intra-Group profits.

{16) INVENTORIES

A tofal of EUR 58,914 thousand {vs. EUR 53,127
thousand) in deferred taxes comprises anticipated future
tax savings from occumulated losses carried forward.
Current business projections indicate that deferred taxes ‘
on losses brought forward can be applied in full within !
the projection period.

The item comprises:

in thousand euros

10/31/2004 10/31/2003

Raw matericls and supplies 13,977 16,756

Workmp,ogress e i H,'%,’O . 9'578

Finished goods ond merchandise Cesssc 107916

o DT v 637 F N 163
Tc;tal 124,784 134,413 )

Inventaries to the value of EUR 84,290 thousand {vs.
EUR 86,417 thousand) are shown at acquisition or
production cost. Writedowns of EUR 27,508 thousand
{vs. EUR 43,188 thousand] were taken on acquisition or

production costs amounting fo EUR 83,042 thousard
{vs. EUR 109,718 thousand]. Intercompany profits of
EUR 15,040 thousand {vs. EUR 18,534 thousand)

were eliminated for finished goods and merchandise.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (17)-{21]

{17) TRADE ACCOUNTS RECEIVABLE

Write-offs and write-downs of EUR 2,935 thousand
(vs. EUR 5,643 thousand] were taken on trade
accounts receivable in the year under review.

{18) OTHER CURRENT ASSETS

N
in thousond euros
10/31/2004 10/31/2003
Due from offiliated companies 394 565
o f,ém o compomesm Whmh ;.m é;l;.”;..i.nves";\ém . heia e e ]4'6]8 [, 101345
Due from associated companies ‘ ' 225 : ‘ 0
Other receivables ' ‘ 14,078 15,936
Prepa‘id‘expea‘ses‘ s . OOV EUR T v21,2,8?_’,”. e 51368
Shortterm securities 745 0
\,Tom“” TR B e e e s 32’343 [N 33’2“‘)

(19) TAX CREDITS

Tax credits include income tax refunds of EUR 5,663 tax refunds of EUR 2,835 thousand {vs. EUR 2,775
thousand {vs. EUR 5,954 thousand] and value-cdded thousand).

(20} CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash on hand and  Changes in cash and cash equivalents are shown in the
checks, together with credit balances in bank accounts.  consolidoted cash flow stetement.

{21) CONSOLIDATED SHAREHOLDERS’ EQUITY

Changes in the consolidated shoreholders’ equity are issued by the Company under the decision of the share-

shown in the statement of changes in equity. holders’ meeting of August 19, 2003, exercised |heir
conversion rights for a total of 1,644,914 no-par shores

Issved capital of the Company. These shares were recorded in the

As of October 31, 2004, the issued copital is divided Commercial Register after the reporting date. Accord-

into 16,463,309 no-par bearer shares of common ingly, the Company has issued a total of 1,644,914

stock. During the period from November 1, 2003, to new shares.

October 31, 2004, the holders of convertible bonds

84



NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS (21)

Authorized capital carries the right of conversion to one bearer share of
As of October 31, 2004, the following capital was no-par common stock. As of October 31, 2004, of a
authorized under an authorization which will expire on total of 1,991,163 convertible bonds, each with a par
April 10, 2008: EUR 15,000 thousand. New common value of EUR 10.00, a total of 1,644,814 had been
slock may be issued on one or more occasions, in converted during fiscal 2003 /2004, leaving a folal of
exchange for cash contributions only. 346,249 still outstanding.

Conditional capital Additional paid-in capital

Conditional copilal comprises two separaie segments, The additional paid-in capital comprises EUR 2,726
Conditional Capital | up to a par value of EUR 3,840 thousand, based on the valuation of stock options.
thousand, and Conditional Capital It up to EUR 7,548 The exercise of conversion rights from the previous
thousand, divided into 1,474,146 shares. year's convertible bonds for the issue of 1,644,914

Conditional capilal increase | will be carried out by  new shares, ot EUR 10.00 each, generated proceeds
issuing up to 750,000 bearer shares of common stock totaling EUR 8,027 thousand.
carrying the right to porticipate in profits as of the be- ESCADA AG withdrew EUR 1,450 thousand
ginning of the fiscal year in which the issue takes place,  {vs. EUR 66,080 thousand) from the additional paid-in
but only to the extent that the pertinent holders exercise  capital during the year.
stock opfions granied under the 1998/99 ESCADA

Stock Option Plan cpproved under the cuthorization Earnings reserves

of May 6, 1999, as amended on April 3, 2001. Changes in the earnings reserves are shown in the
Conditional capital increcse 1l will be carried out statement of changes in equity.

only to the extent that holders of converlible bonds

issued by ESCADA AG under the resolution of the Other capital

shareholders’ meeting of August 19, 2003, exercise The other capital of 710 thousond {vs. EUR 3,202

their conversion rights or meet their conversion obligations.  thousand) results entirely from the freoiment of gains

The new stock will participate in profits os of the beginn-  and losses on interestrate swaps and forward-exchange
ing of the fiscal year in which it is crected through the ransactions fo hedge risks on cash flows, with no nel
exercise of conversion rights or the fulfillment of con- effect on the income statement. This capital comprises:
version obligations. Each of the convertible bonds

-

in thousond euros

10/31/2004 10/31/2003

Gains on forward-exchange transactions 2,224 5,575

Losses on forwardexchange ansactions/inferestrate swaps 1,072 -360

Defe"ed ruQ)( |,°b,,me5 ET AR S i e _858 o~ e :2,;155,

Defer‘red‘ r‘ox credits ‘ 416 ‘ - 142
_TOMI, ) e e 710 e 3‘202/
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NOTES TO THE CONSOLDATED FINANCIAL STATEMENTS (21)-(24)

Stock option plan

Under a resolution of the annual meeting of May 6,
1999, as amended on April 3, 2001, the Board of
Management was authorized to issue up to 750,000
stock options, one-half of them for common stock and
one-half for preferred stock, and o create a conditional
capital for this purpose.

A resolution of the special shareholders” meeting
on Seplember 18, 2002, converted preferred stock
onefor-ane to common stock. The meeting also amended
the arficles of incorporation governing Condifional
Capital { accordingly.

As of October 31, 2004, members and former
members of the Board of Management of ESCADA AG
held 200,000 options, members of the management of
Group companies held 105,000 options, and other

{22} MINORITY INTERESTS

managerial staff held 235,000 options. A total of
540,000 options have been issued.

Stock opfions cannot be exercised unless the market
price of the stock and the Group's return on invested
capilal {ROIC) have each risen more than 10% between
the options’ iime of issue and the start of the time window
for exercising the options.

Options are subject to a lockup of two years from
their issue date. The options may then be exercised for
five years after the expiration of the lockup period.

No stock options have been exercised to date,

In accordance with US GAAP, the value of issued stock
oplions has been recognized with an impact on the
income statement, and is included in additional paid-in
capifal.

Changes in minority inferests are shown in the stotement
of changes in equity.

{23} BONDS

During fiscal 2003,/2004, ESCADA AG paid back o
bond issue of EUR 100 million.

ESCADA AG carried out a EUR 19,912 thousand
convertible bond issue in Qctober 2003. The bond is
nominally non-interesi-bearing. Each EUR 10.00 bond
carries @ right to be converted to one bearer share of
no-parvalue common stock. Conversion is mandatory,

(24} FINANCIAL LIABILITIES

and musl be exercised no later than September 30,
2013.

The convertible bond issue is classified as a hybrid
financial instrument per IAS 39. lts debt capital com-
ponent was discounied of a sfandard interest rote and
is reported at EUR 2,330 thousand {vs. EUR 18,332
thousand} under "Bonds.”

Qut of the financial liobilities, which lotals EUR 234,308
thousond [previous year: EUR 104,398 thousand),

EUR 202,395 thousand {vs. EUR 67,220 thousand) has
o remaining ferm of more than 1 year.

To collateralize ihe syndicated loan agreement,
following the bond repayment in August 2004 the agreed
collateral was furnished to the syndicated banks for bank
debt with a term from one 1o five years. This collateral
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comprises a lien on the Company's inierest in PRIMERA
Holding GmbH, Negative and Positive Declarations

by PRIMERA Holding GmbH and PRIMERA AG that
they will not otherwise pledge their interess in their
respective subsidiaries and will furnish further security
upon demand, an assignment of the contents of ware-
houses in Germany {EUR 30.6 million), a global assign-
ment of frade accounts receivable, a land lien on the



NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS {24}-{206)

operating property in Dollnstein, and o Negative
Declaration by ESCADA AG not fo pledge elsewhere
any of ifs inferesfs in other subsidiaries or equity hold-
ings of ESCADA AG, or the ESCADA brand.

In addition, an arrangement was reached with the
syndicate banks thot the furished collaterat will be
released as soon as borrowed capiial of af least EUR
100 million is raised on the capital market and is used,
alter the deduction of documented issue expenses,
for the partial refinancing of the syndicated loan. If the
collateral is released, the Positive and Negative De-

clarations regarding such collateral will take effect ogain.

Bank debis are to be considered financial instru-
ments according o IAS 32. An interestrate risk exists in
regard to variable-interest overdraft obligations. These
debts are recognized ot markel value - i.e., the price o
third party would be willing to pay for the rights and/
or obligations resulting from the instrument. As of the
reporting dote, hedges for EUR 75,000 thousand were
in place to cover the interestrofe risk on bank debt.

Aside from such reservations of title as are common
practice in the indusiry, the remaining liabilities are not
further collateralized.

[25] PROVISIONS AND ACCRUED LIABILITIES

~
FOR THE PERIOD NOVEMBER 1, 2003 - OCTOBER 31, 2004 in thousand euros
Carried Used Relecsed Additions Changes Final
forward in status
11/1/2003 currency  10/31/2004
parities Group
Provisions for pensions 494 302 0 48 -5 235
Pravisions for taxes 5,672 1,563 123 2,260 -13 6,233
Other provisions 52,088 31,399 7197 28,513 -1,406 40,599
Personnel reserves 13,952 10,736 671 12,150 ~228 14,467
Accounts payable reserves 9,164 6,408 1,009 5,854 -239 7.362
Other provisions 28,972 14,255 ’ 5,517 10,509 ~939 18,770
Totdl 58,254 33,264 7,320 30,821 -1,424 47,067J

The other provisions include salesrelurn and werraniy
provisions of EUR 5,705 thousand [vs. EUR 6,234 thousand)
and restructuring provisions of EUR 7,199 thousand

[vs. EUR 16,539 thousand]. Provisions and other accruals

{26) DEFERRED TAX LIABILITIES

amounling lo EUR 7,888 thousand |previcus year:
EUR 6,959 thousand) have o remaining term of more
than one year.

Deferred tax liabilities are reported in full in the single-

entity financial statements of the consolidoted companies.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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NOTES TO THE CONSOLDATED FINANCIAL STATEMENTS (27]-{30}

(27} TRADE ACCOUNTS PAYABLE

Trade accounts poyable includes lease obligations as
an item corresponding to the capitalized finance leases
of EUR 12,225 thousond {vs. 17,341 thousand the

(28) OTHER SHORT-TERM LIABILITIES

year before]. Of this amount, EUR 10,415 thousand
{vs. EUR 14,162 thousand] is for a term of more than

one year.

in thousand euros

10/31/2004 10/31/2003
Payable to affiliated companies 90 87
Payoble 1o componies in which an equiy invesment is held 176 292
Payable to associated compaﬁiesu ‘ . o] 284
ofher‘mbllmes B TP ”959 o
Deferred income 3,642 4,150
Tom| ..................................................... 15’867 o . 1677]

{29) TAX LIABILITIES

Tax liabilities include income tax licbiliies of EUR 3,368
thousand [vs. EUR 1,319 thousand}, value-added tax

liabilities of EUR 700 thousand [vs. EUR 1,231 thousand),

(30} SALES

and other jax liabilities of EUR 1,109 thousand
{vs. EUR 875 thousand).

Broken down geographically, this item comprises:

p

in thousand euros

2003/2004 2002/2003 Chunge
Germany 169,097 170,347 -1,250
6Uf5fdé Germanyu R - 45635 e 4501434 B 5874
Tcml ................................... . 6.2.5,45.5 O 62083] - wons
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NCTES TO THE CONSOUDATED FINANCIAL STATEMENTS {31}-133}

(31) PERSONNEL EXPENSES

in thousand euros

2003/2004 200272003 Change

Weges and salories 126,590 136,626 -10,036
. - . . . . ,,,,221822 . o -1,',26,6.

Social security contributions 21,556

incl. for pensions 332 4N -79

Total 148,146 159,448 - H,302J

A number of profitsharing programs have been
implemented for employees.

{321 OTHER OPERATING EXPENSES

in thousand euros

2003/2004 2002/2003 Change

88,373 -15,819

Selling costs 72,554
85,522 -4,508

Operating costs 81,014

Administralive expenses 24,703 26,626 -1,923
Write-offs and write-downs of accounts receivable 2,935 5,643 -2,708
Other expenses 27,523 36,788 -9,265

Total 208,729 242,952 - SA,ZQL

(33) OTHER OPERATING INCOME

in thousand eures
2003/2004 2002/2003 Change
Foreign-exchange differences . 10,547 24,171 -13,624

license revenues 6,312 7,528 -1,216

Reversals of provisions 1,372 3,674 -2,302

Reversals of write-downs on accounts receivable 1,794 1,502 292
NOTES TO THE CONSOUDATED §
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NOTES TO THE COMNSOUDATED FINANCIAL STATEMENTS (34]-{37]

(34} DEPRECIATION OF PROPERTY, PLANT AND EQUIPMENT AND
AMORTIZATION OF INTANGIBLE ASSETS

Depreciation and amortization in the siatement of (vs. EUR 371 thousand] and write-downs of EUR 373
changes in noncurrent assets differs from the figure in thousand {vs. EUR 3,794 ihousand) for restructuring
the income stafement by EUR 583 thousand (previous measures. The laier are reported under the item for
year: EUR 3,423 thousand). The discrepancy comprises  restructuring expenses. Depreciation and amortization
exchange-rate differences of EUR 210 thousand comprises:
in thousand euros
2003/2004 2002/2003 Chonge

Intangible ossets 5,495 7,752 -2,257

16,610 20,201 -3,59
Total 22,105 27,953 -5,848

Property, plant and equipment

{35) RESTRUCTURING AND ONE-TIME EXPENSES

This item essentially comprises resiruciuring cosls for the  and income from the reversal of restruciuring provisions
stake in Féraud sold in November 2003, follow-up formed the year before.
expenses for the relocation of logistics to Reichersberg,

{36) NET FINANCIAL EXPENSE

The item comprises:

in thousand euros
2003/2004 2002/2003 Change
Income from equity invesiments 2,838 b6 2,772
Shores of profis losses) from assaciated companies 240 -6 248
‘Proceeds from longterm |<;ons ' 7 - 36 -29
Wmedownso”moncm‘ ste’s o et e 0 20‘343 ................. 20343
om.er ;ntéres, una s.‘%”o;.{r.\vco.;é e e e et e e 552 ..... 45?6 e _4044
Other interest and sir‘nilcr exp‘ense; o ]6,‘174 ‘ \§,144 2,970
‘m;re& ;n ‘leésmg hobi“”es e e e s e 310 ................... 956 ......................... ‘]56
Total -13,347 -35,761 22,414
(37) TAXES ON INCOME
This item comprises income taxes paid or due in indi- deduciible in compuiing corporate income iax. Corporaie

vidual counlries, as well as deferred taxes. The Group's  income laxes for 2004 were 25%, plus a German
German companies pay local business taxes averaging  reunification surcharge of 5.5%.
approximately 16.7 % of eornings. This amount is
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (37)

Deferred taxes are calculated on the basis of the
anticipated local tax rates in the various countries at the
time of reclization. These rates are normally based on
the rules in effect or adopted as of the reporting date.
Deferred taxes for Germany have been calculoted at a

rate of 38.65% [vs. 38.65%]. Foreign income tax is
caleulated on the baesis of the laws and regulations in
effect in the pertinent countries. The fox rates applied
for foreign subsidiaries vary from 18 % to 42 %.

in thousand euros

2003/2004 200272003 Change

Taxes paid/due 5,474 1,483 3,991

inc‘l. for Ge‘rr‘nuny 1,589 -413 21002

D;ferred taxes h —3 496 o —33 729 . ) .30 233
Tom, L s ] 978. /_32 246,.,,. 34 224J

Taxes paid or due include tax credits unrelated io the
accounting period amounting to EUR 106 thousand
{vs. tax expenses of EUR 620 thousand).

Deferred taxes include proceeds of EUR 4,932
thousand [vs. EUR 7,507 thousond} for accumulated
losses brought forward from previous years for which
no deferred taxes had been capitalized before.

In fiscal 2003/2004, deferred taxes of EUR 447
thousand {vs. EUR 313 thousand)
items that were charged directly to equity.

were offset against

Reconciliation between expected and actual
income tox expenditures:

in thausand euros

Tax effecl of reconmlmhon nems

Amorhzcnon of goodwﬂl

Nontuxubie income

Intra-Group write- downs

Accumula!ed losses brough) forword from previous years ond

2003/2004 2002/2003 Change
Consobdqied prohl/loss before taxes 6 474 -109,869 116,343
Expecved income 'ax 40% (vs 40%) 2 590 -43,948 46,538

Non tax- deduchble expenses

Tox expendltures and credns unreloled to uccounhng penod

capitalized for the first rlme -4,932 -7,501 2,569

» Tem;;ro'n;y'é.l.f.%grences for whlch no deferred taxes were o ‘
capitalized 52 2,679 -2,627
 Noncopiialized deferred faxes 1938 o5y 7599
..6|k¥érenr o rmes...c,’.;'..s,l.ae. é..e..r.mc";ly e . (R 3 340.,...”, e _3’229
H Consumptton of losses brought forward ond not ccpnahzed |nw T T
previous years -718 o -718
Other deviations 197 ‘ 1,018 ‘ -821
Total reconciliation -612 11,702 . ‘12,314
Actual income tax 1,978 -32,246 34,224
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NOTVES TO THE CONSOUDATED FINANCIAL STATEMENTS (38)

{38) SEGMENT REPORTING

In compliance with IAS 14 {Segment Reporting), certain
items from the financial siatements have been segmented

aieda are!

by line of business and region. The identification of
segments is based on the internal reporiing system. The
aim of segment reporting is to provide transparency

as to the profitability and prospects for success of the
Group's individual acivities. To provide a more accurate
view of current business activities, in addition to the
ESCADA ond PRIMERA/Lauré! business areas, the

"Others” business area is shown this year for the first

* ESCADA Collection

» ESCADA Sporl

» Accessories and licenses

¢ Additional segments

The segments reported under the ESCADA business

Because the Laursl Group was integrated into the
PRIMERA Group as of November 1, 2003, these
segments have been reported as the PRIMERA/Lourél
sub- group, with due adjustments of the previous year's

time, with due adjustment of the previous year's ligures.  figures.
KEY FIGURES BY LINE OF BUSINESS FOR SEGMENT REPORTING
ESCADA ESCADA Accassories/ Additional
Collection Sport Licenses segments
2004 2003 2004 2003 2004 2003 2004 2003
Total sales 355,001 370,916 112,275 117,532 44,856 41,955 37,854 34,122
Imersogmentsles 73,922 91271 28041 30616 14125 15018 21168 17507
Extomal soles 281,079 279,645 84234 86916 3073 269%  1eess  sels
EvBlTDA” B 26.444 " 9.085 3.295 - {53 685 “-815 o -2.197 ‘ 769 .....
Dewecmmnond ,,,,,,,,,,,, D A ST AR DTS
amortization 6,530 9,869 1,888 2,288 1,053 1,251 872
i RO AN
{before restructuring) 19,914 -784 1,407 ~2,441 -368 -2,066 -2,940 -103
.Res?ruyduring and S ‘ o H - ‘
one-time expenses
EBlf T
{after restructuring) 19,914 -784 1,407 -2,940
Asseis ........................ 152747 ......... ]58,958 o s;i,i‘iz 49,072‘”‘ 25,322 ]8,076m N 25,0“?? : 22,71‘; o
I;i'ois.iliﬁebsﬂ o 53,79]. ) ”5},849 "\5,8760 1?),708” H 6,531 7,147 ‘ A,>23 o 6936 S
Cc;pilci ‘e‘xpenc‘!iture“s ' 10,374 ‘\1,“‘5‘?21‘ - 3,&43 ‘ 2,‘8”57 . 1,344 ‘ "2"006 ” 1,307 1,874 - S “
| Noanhexpenses e 290 78 S 95 26 40 e 6 33 N
KEY FIGURES BY REGION FOR SEGMENT REPORTING
Germany Rest of North America Cther
Europe counities
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
External sales 50,091 52,653 123,671 131,642 122,583 124,861 78,940 72,426 37,446 28,531
Assets ) ‘ $1,734 “ 75,929“ ' 57,648 ‘ 66,904 R 46,855 55,5(‘;\6 52,035 B 56.,.;521‘ ‘ ’ S
T e e
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NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS {38)

The "Others” business area comprises acfivities that are
not directly allocated to either ESCADA or PRIMERA/
Laurel. These are essenlially B.E.M. Enterprise Lid.,

Segment information was determined as follows:
*Intersegment sales refer 1o sales revenues generated
among segments. The billing prices for intra-Group

of New York, whose business was sold in October
2004, and other marginal activities.

sales are based on market prices.

*ltems in the balance sheet and income statement that
are not directly allocated to segments of the ESCADA
business area are shown in the “Adjustments” column.

~
in thousand euras
Adjustments ESCADA PRIMERA/ Others Group
Laurel
2004 2002 2004 2003 2004 2003 2004 2003 2004 2003 :
Total sales 549,986 564,525 246,721 229,246 6,935 10,126 803,642 803,897 ;
0000000000000 000 O SO ORI |
Intersegment sales 137,256 154,412 40,931 28,654 0 0 178,187 183,064 ;
........... R S R . e RSN e e ‘
External sales 412,730 410,113 205,790 200,592 6,935 10,126 625,455 620,831 |
EBITDA 7.306 6174 35.533 15.060 13.325 -4.578 -1.538 -2.087 47.320 8.395
Depreciation and
amortization 7,306 6,174 17,520 20,454 4,585 6,035 0 1,464 22,105 27,953
EBIT

(before restructuring) 18,013 -5,394 8,740 ~10,613 -1,538 -3,551 25,215 -19,558

Restructuring and

one-time expenses 675 23,323 675 23,323 -1,426 5,598 6,145 25,629 5,394 54,550
EBlT TSN . OO OSSR LA ST
{after restructuring) 17,338 -28,717 10,166 -16,21 -7,683 -29,180 19,821 -74,108
CAsels 8576l 89772 344033 338592 100413 90844 7552 8680 45,998 438118 |
' . © lobiies 214145 160,83 296050 248873 66,434 90941 736 24005 363220 363819
. . Cup,,dexpend},ures TR SN ]6668 ]8’658 ]964 3’976 o o . ‘8‘,.63.2 22’634
© Noncash expenses EE Y A P o 92 o o 4y 23
in thousend euros
Adjustments ESCADA PRIMERA/ Others Group
Laurel

2004 2008 2004 2003 2004 2003 2004 2003 2004 2003

External sales 412,730 410,113 205,790 200,592 6,935 10,126 625,455 620,831

Ases 85761 89772 344033 338,592 100413 90844 7552 8680 451,998 438116
 Copiolexpendires o668 18658 1964 397 0 0 18632 22,634
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {39)-{40}

(39) NOTES TO THE CASH FLOW STATEMENT

In compliance with IAS 7 {Cash Flow Statement], the
cash flow statement shows how cash inflows and out-
flows affected the Group's cash and equivalenis over
the course of the year.

The cash flow statement distinguishes among changes
resulting from operating, investing and financing activities.

(40) FINANCIAL INSTRUMENTS

Balances comprise cash on hand and checks, together
with credit balances in bank accounts.

As of the reporting date, the ESCADA Group was
utilizing 86 % of its available lines of credit [vs. 63 %).

Financial instruments are contractually based business
iransactions that include a right to cash or other financial
cssets. They first of all comprise “primary” financial
instruments, such as trade receivables or payables, as
well as loans receivable or poyable. But they also
include “derivative” financial instruments, which cre
used in hedging transaciions to limit exchange-rate risks,

Primary financial instrumenis are lisled in the balance
sheet. Their reporting and valuation is explained in the
notes to the applicable items.

All derivatives are reported at fair value,

Because of the ESCADA Group's high volume of
exports, it incurs exchange-rate risks mastly for frans-
actions in regions using other currencies.

ESCADA AG bills its foreign distiibution companies
in five currencies: USD, CAD, GBP, HKD and JPY. The
foreigncurrency exposures that result from these frans-
actions are managed centrally by ESCADA AG, and
hedged in compliance with Group guidelines. Hedging
is provided when the Group has eguivalent monetary

flows in a given foreign currency that counterbalance
one another in terms of timing and amount. The resulting
net exposure is hedged through forward-exchange
transactions with banks.

The Group hedges ogainst risks associcted with
balance-sheet items and cash flows. No valuation units
are formed for accounting purposes. Normally valuation
is based on the mid rales as of the reporting dote.

Gains and losses on forward-exchange tronsactions
to hedge risks on balance-sheet items are included as
foreign currency differences under other operating
income or other operaling expenses, with a net impact
on the income statement.

Gains und losses on forward-exchange transoctions
1o hedge risks on cash flows ore recorded under
shareholders’ equity, with no net impact on the income
statement. A total of EUR 3,202 thousand {vs. EUR
4,853 thousand] was withdrawn from equity in this way,
and EUR 710 thousand (vs. EUR 3,202 thousand)
was odded.

FORWARD-EXCHANGE TRANSACTIONS

in thousand euros

Nominaf velume {net position)
10/31/2004 10/31/2003

of which Term over 1 year
10/31/2004 10/31/2003

1 181,144 162,474

1,157 4,643

The nominal volume is composed of the net position
resulting from buying and selling prices for the individual
fronsactions. The setilement date method is applied.
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On October 31, 2004, these had o positive
market value of EUR 3,788 thousand for the Group
{vs. EUR 5,033 thousand the year before}.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (40}-{41)

To hedge interestrate risks for bank loans worth On October 31, 2004, these had a negative
EUR 75.0 million, interest-rate swop contracts were market value of EUR -786 thousand [vs. EUR O), which
signed with a term of more than one year. These are was reported as a provision and charged o equity,
reported using the seftlement date method. making due allowance for deferred taxes, with no net

impact on profits.

(41 CONTINGENT LIABILITIES AND OTHER FINANCIAL LIABILITIES

The following contingent liabilities per tAS existed:

in thousand eusos
10/31/2004 1072172003
Issuing and transfer of not 6,029
Suretyships and guaranees for bills and checks e
Warranty agreements A 18,062 ‘ '
c°||a.em|fum.shedforobhgm,onsof S T
T e e e . 42365 T 4]673/
|
Additionally, letters of comfort have been issued fo two ‘ i
companies in which equity interests are held. ‘;
The following other financial liabilities are material :
and worthy of mention:
in thousand euros
10/31/2004 10/31/2003
Liabilities under forward-exchange transactions 181,144 16?,474
L R S 322’140; e 337329
incl. due in 2064/2005: EUR 64,922 thousond '
(vs. EUR 65,841 thousond}
G T e Ag.mév e 5“6
e e e o v_r,'f;.;,zoo. B . 505249

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
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NOTES TO THE CONSOLUDATED FINANCIAL STATEMENTS (42)-({44)

{42) RELATED-PARTY TRANSACTIONS

One member of the Board of Management holds an
indirect interest in a company that rents a retail shop in
Chicogo to ESCADA {USA) iInc. The lease is on pre-
vailing market terms, and runs to Jonuary 31, 2013.

In fiscal 2003/2004, a shortterm loan was
extended to one member of the Board of Management
on prevailing market terms. The loan hod been repaid
by the reporting dote.

During fiscal 2003/2004, o fitm of attorneys in
which one member of the Supervisory Board holds an
inferest was engaged to provide legal counsel.

During the year, o franchise agreement existed with
a company in which both ESCADA AG and o member

{43) SHARES OF BOARD MEMBERS

of the Supervisory Board hold an interest. The irans-
aclion was conducted on the preveiling market terms.
ESCADA AG furthermore issued a letter of comfort for
this company.

Furthermore, transactions were carried out on
prevoiling market terms with @ production subsidiory,
EPAS d.o.0., of Slovenia {49 % equity interest], which
is consolidated at equity, and with an unconsclidoted
company {50 % equity interest] that operates ¢ retail
business in Geneva, Switzerland.

HMD was reimbursed for cosis incurred for services
above and beyond its duties on the Supervisory Board.

As of October 31, 2004, the members of the governing
boards of ESCADA AG held, directly or indirectly, the
tollowing portions of the stock and convertible bonds
issued by the Company.

{44) EMPLOYEES

10.64%
28.18%

Board of Manogement:
Supervisory Board:

The ESCADA Group had the following average
numbers of employees as of the reporting date:

EMPLOYEES BY LOCATION )

10/31/2004 10/31/2003
Germany 2,027 2,247
bmﬂde Ge,mm;y .................. e 11559 ]‘926
;I:;.t.al "”3,88‘6 4,167J
EMPLOYEES BY CATEGORY OF WORK

10/31/2004 10,/31/2003
Sales 2,410 2,452
Producﬁo‘n ‘ 556 712
Des[gn |52 ................................................... ] 93
dh;r; ..................... 763 w08
Total 3,886 467
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NOTES TO THE CONSOUDATED FINANCIAL STATEMENTS [44}-147}

The basis for the variable remuneration of executive Any positive change in EVA will pay o positive bonus.
personnel at ESCADA is the Economic Value Added Any negative change in EVA resulis in a negotive bonus
(EVA] Incentive System. The incentive is based on that is deducied from future positive bonuses.

absolute EVA, which is caleulated using the following

formula:

EVA = nel operating profit/loss less cos

of capital
Cost of copital = costof-copital role times business
assels

(45) EVENTS SUBSEQUENT TO OCTOBER 31, 2004

No events requiring explanction occurred subsequent to
October 31, 2004.

{(46) DECLARATION OF COMPLIANCE

The Declorofion required by Sec. 161 of the German
Stock Corporations Act has been issued, and is
permanently available to shareholders.

{47) BOARD OF MANAGEMENT

Under the arficles of incorporation, the Company’s Total compensation for members of the Board of
Boord of Management is fo comprise one or more Manogement amounted fo EUR 2,622 thousond this
individuals. The number of members is defermined by year [vs. EUR 3,551 thousand). This figure includes
the Supervisary Board. a varicble component of EUR 1,250 thousand [vs.
EUR 1,730 thousand].
The following have been members of the Boord of Under the siock-option plan, current and former
Management since the years indicated: members of the Board of Management have subscribed
for 200,000 stock options. These options were valued
Wolfgang Ley at BUR 1,223 thousand os of their first possible exercise
Grinwald, 1986 {Chairman and CEQ) data.

Dr. Georg Kellinghusen

Munich, 2000

* Member of the Advisory Board, Bshme KG,
Geretsried

* Member of the Advisory Board, Verlag Neue
Wirtschoftsbriefe {publishing housel, Heme

» Member of the Advisory Board, Teleplan Inter-
national NLV., Veldhoven, Netherlands

Beate Rapp
Munich, 1995
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(48) SUPERVISORY BOARD

Under the arficles of incorporation, the Supervisory
Board comprises twelve members. The following have
been members of the Supervisory Board since the years
indicated:

Peter Zishlsdorff

Darmstadt, 1997 {Chairman)

Managing Pariner, DIH Deutsche Industrie Holding
GmbH, Frankfurt am Main

CEO, Duales System Deutschland AG {DSD},
Cologne

L3

Member of the Advisory Board, Tengelmann
Verwaltungs- und Beteiligungsgesellschaft GmbH,
Mduhlheim an der Ruhr

Chairmon of the Supervisory Board, GIK AG,
Nuremberg

Chairmon of ihe Supervisory Board, TV loonland
AG, Munich

Chairman of the Supervisory Board, Meick KGaA,
Darmstadt

Member of the Supervisory Board, Deutz AG,

.

Cologne

Member of the Supervisory Board, Kaisers
Tengelmann AG, Viersen

Member of the Board of Directors, The New
Germany Fund, New York, USA

3

Karl-Heinz Schweigert

Erding, 1992 {Vice-Chairman) (to October
2004)

* Vice-Chairman, ESCADA AG Works Council

Jirgen Wagner

Munich, 2002 (Vice-Chairman)
(from November 2004}

* Regional organizer, IG Metall

Karin Braun
Erding, 1992 {to October 2004)
» Chairwoman, ESCADA AG Works Council
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Peter Darrow
(from August 2004}

Dr. Robert Dissmann

Munich, 1986

* Attorney-atlow and German Cerlilied Public
Accountant

* Managing Director, Dissmann Orth Rechtsanwalts-
gesellschaft Steuerberatungsgesellschaft GmbH

» Member of the Advisory Board, FRIMO Group
GmbH & Co., lotte

» Member of the Supervisory Board, MAHAG
Minchner Automobil-Handel Haberl GmbH, Munich

Rainer Fleck
Taufkirchen/Vils (from November 2004}
* Head of Corporate Controlling, ESCADA AG

Dr. Clemens Haindi
Neuséss, 2003
* Entrepreneur

Abel Halpern

London, 2003 (to July 2004)

* Jnvesiment Manager and Pariner, HMD Pariners {P,
Palm Beach, Florida, United States

¢ Member of the Board of Directors, Bally International
ttd, Caslano, Switzerlond

* Member of the Board of Directors, Ducati Motor
Holding S.P.A., Bologna, ltaly

* Member of the Board of Directors, Sundari, New
York, New York, United States

Susanne Hartmann

Hohenkammer {from November 2004}
* Commercial employee, ESCADA AG

* Works Council of ESCADA AG

Gisela Hennig

Oberhausen {from November 2004)

+ Commercial employee, BiBA Pariscop Doub GmbH,
Duisburg

s Chairman of the Works Council, BiBA Pariscop Daub
GmbH, Duisburg
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Herlinde Irl
Erding, 1992 (to October 2004)
* Head of Accounting, ESCADA AG

Federico Minoli

Boston, 2003

* President and CEQ, Ducati Motor Holding S.P.A.,
Bologna, ltaly

¢ Partner, HMD Partners [P, Palm Beach, Florida,
United States

¢ Member of the Board of Directors, Mantero
Fianzioria s.p.s., Como, ltaly

¢ Member of the Board of Directors, Uno A Erre ltalia
S.P.A., Arezzo, ltaly

* Member of the Board of Directors, Bally International
ltd, Caslano, Switzerland

Helga Sehr

Munich, 1992

* Secreiary, |G Melall Adminisirative Offices, Munich

* Member of the Supervisory Board, Bosch
Sicherheitssysteme GmbH, Stuttgart

Maria Teppler

Krefeld, 1997 {to November 2003)

¢ Chairwoman of the Works Council, Féroud GmbH,
Krefeld

Udo Vogt

Miinster {from November 2004)

s Chairman of the Works Council, PRIMERA AG,
Minster

¢ Warehouse Manager, PRIMERA AG, Minster

Richard Waryn

London, August 2003

» CEO of Centurion Capilal Lid., London, Englond

* Member of the Board of Directors, Centurion Capital
Holding Lid., london, England

» Member of the Board of Directors, European New
Horizon Parinership, Coyman Islands

* Investment Advisor, Finarlis Private Equity Limited,
london, England

The members of the Supervisory Board received total
compensation of EUR 203 thousand for fiscal 2003/
2004 [vs. EUR 216 thousand).
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AUDITORS' REPORT

AUDITORS’ REPORT

We have audited the consolidated financial statements, comprising the balance sheet, the income
statement and the sialements of changes in shareholders’ equity and cash flows as well as the notes
to the financial statements, prepared by the ESCADA Aktiengesellschaft for the business year from
November 1, 2003, to October 31, 2004. The preparation and the content of the consolidated financial
statements are the responsibility of the Company's executive board. Qur responsibility is to express
an opinion whether the consolidated financial statements are in accordance with Internationa! Financial

Reporting Standards {IFRS) / International Accounting Standards (IAS) based on our audit.

We conducted our audit of the consolidated financial statements in accordance with German audit-
ing regulations and generally accepted standards for the audit of financial statements promulgated
by the Institut der Wirtschaftspriter (IDW). Those standards require that we plan and perform the
audit such that it can be assessed with reasonable assurance whether the consolidated financial
statements are free of material misstatements. Knowledge of the business activities and the economic
and legal environment of the Group and evaluations of possible misstatements are taken into account
in the determination of audit procedures. The evidence supporting the amounts and disclosures in
the consolidated financial statements are examined on a test basis within the framework of the audit,
The audit includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give o true and fair view of the net assets,
financial position, results of operations and cash flows of the Group for the business year in
accordance with IFRS/IAS.

Our audil, which olso extends to the group management report prepared by the executive board
for the business year from November 1, 2003, to October 31, 2004, has not led to any reservations,
In our opinion, on the whole the group management report provides a suitable understanding of
the Group's position and suitably presents the risks of future development. In addition, we confirm
that the consolidated financial statements and the group management report for the business year
from November 1, 2003, to October 31, 2004 satisfy the conditions required for the Company's
exemption from its obligation to prepare consolidated financial statements and the group manage-

ment report in accordance with German law.
Munich, January 28, 2005

AWT Horwath GmbH
Wirtschaftsprifungsgesellschaft

F. Schréder Th. Steiner
Wirtschaftspriifer Wirtschaftsprifer
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INTERESTS HELD BY ESCADA AG

INTERESTS HELD BY ESCADA AG AS OF OCTOBER 31, 2004 in thousand evros

Company Copital slock  Currency % Equity*  Net profit/loss
Nominal capital for last
held fiscal year*
DIRECT HOLDINGS
Germany e L L Lo st e seese s ettt i
ESCADA Testivertich GmbH, Aschheim 256 EUR 1000  -39341 - 12322
anercHowmg GmbH ASChhe‘m R s E.L.JR ]ooo e .44’(.).316 e s
Pr' D enHelder ob ik GmbH, Aschhelm ‘ 25.6 EUR 100.0 3,271.9 !
ES KO Mode GmbH |,L, Dusseldorf . 1534 B EUR IOOO s
FILUS Verwoliung GmbH & Co Mobilienlsasing OHG, Mumch 256 EUR 100.0 :
.MOdemmse“e o GmbH owwg 256 . EUR s R
ESCADA Shop Fronklur GmbH Fronkfurt ' 50.0 EUR 250 :
oumde Ge,m‘my e e i e oo
ESCADA(USA) 'nc ....r.\.‘;.w‘;.{‘ork USA ......................................................
Common stock 20000  USD 1000
Preferred stock vvvvvvvvvvvvvvvvvvvvv 27000 vvvvvv usd 100.0 k 19,919.9 7,346.8
ESCADA CANADA |nc Tommo Ccnodc S, TS TSR TR
Common stock o ‘ 2 808 o} B CAD 900 '
. prefe”ed S’OCk S 2 930 0 C‘AD. 1000 ...... -]7329 .............. -2615
ESCADA (UK) limited, london, Greot Brisn 1000 GBP 1000 -19,568.4 343138
ESCADA France S.A.R. L Pcrls, Fronce ' 10,622.5 EUR 100.0 i 14,6431 -5,173.4
ESCADADEVELOPMENT S.A. R L Pcns‘ Frcnce ............. 3,04.9..0 EUR id0.0 R 154.8 ‘ -265.0
ESCADA ltalia S.r.l., Rome, Holy ................................ 3,6400 “““ EUR 100.0 57157 269.1
ESCADA Moglo lolio S.1, Reggiolo, fialy 0o ER 1000 100 00 |
Proyecto Empresarial Invito S.L., Manresa, Spcm ‘ 31 EUR 100.0 o - -40.1 ]
ESCADA-ShopHandels Ges.mb H, Vienna, Austia 01 R 02
ESCADA Sweden Refoil AB, Stockholm, Sweden 2500 -1,525.6 -160.1
ESCADA Holdm”g BV Amsterdam, Nether|onds . ' 1361 '\8,7766 “““““ -206.8
ESCADAJopon Co., Ud Tokyo Jcpcm 480,000.0 YEN 100.0 ' 12 676.6 —636.4‘
ESCADA Korea lened Seoul Korea - 372 000. Om a KRW l 1000 . -B 1170‘ o -!“,624,2
ESCADAGENEVESA ”‘(‘;enevc sw,,ze,|0nd ..................... 2500 vvvvvv CHF 500 . 153 St 325
ElC chdels und Produkﬂons GmbH i. L Budopesr Hungory - <?,6000 llllllllll H vLVJF 500 ......... :
ESCADA Hawcu Inc il., Hawcu USA ‘ ‘
Common ok e 57000 . USD R 957 oo H
..... .r;;efe,,ed S'OCk J A e 700.0 ‘ USD . 70'(.) S . . g
E}CO “d ,L Osaka Jopan e e e . s g
,,,,,, Commonska 4737500 YEN 450 %
...... p,efé"ed S,OCki e e e e ‘25 OOOO YEN 667 2 %
EPAer F|°,;n;;.|.|;|; ............................... [ o o EUR_.. oo e - .
e 2 S - i
ESCADA Log,s,,k GMbH Remheererg’ Ausmo s - 700 vvvvvvvvvvvvvvvvv EUR ,,,,,, 1 ooo ..................... 1060 355
EPAS pronzvodno pod|enedo o., Gornja Rodgono S|oven|cx S 3,4300 o SIT 490 5086 o “.49\..2
|_Lourél China Limited, Hong Kong, China 400 HKD 10 -326 7049

FURTHER NOTES
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INTERESTS HELD BY ESCADA AG

INTERESTS HELD BY ESCADA AG AS OF OCTOBER 31, 2004

in thousand eures

—
Net profit/loss

Company Capital stock Currency % Equity*

Nominal capital for last

held fiscal year*
INDIRECT HOLDINGS
Gormany
subs,d,u,,es 5 anem H°|dmgc,mbH ....................................................
anera AG, Muns)er 2,556.5 EUR 100.0 36,426‘.-0 4,934.0
s;bs,d,ar,es g anem A
lowel GmbH, Aschheim 12,0000 EUR 1000 43256 2,183.0
cavita fashion GmbH, Minster 3,042.2 EUR 100.0 6,056.1 '
apriori Texh!vermebs GmbH Muns?er 2,045.2 EUR 100.0 2 049 7 !
S GmbH Ll . s “1 e :
Schneberger” Ges.m.b.H. , StadiPauro, Ausmc 363 EUR 100.0 272.6 109.2
Schneberger Tunisie S.A R L., Ez-Zahara, Tunisia 10 TND 1000 ' o
Primera Tunisie S.A,, Ez-Zohurc, Tunisia 670.0 TND 100.0 90.5 499
Biba Mode GmbH, Duisburg 1,150.4 EUR 75.0 9.,146.0 2,713.3
Primera (Far Easi] limited, Hong Kong, Chino 1000 HKD 100.0 50.1 267
Subsidiaries of Primera Retail GmbH
E.L.C. spol., s.r.0., Prague, Czach Republic 100.0 CSK 100.0 :
Subsidiaries of BiBA Mode GmbH
Biba & pariscop Doub GmbH, Duisburg 127.8 EUR 100.0 793.2 !
Subsldnurles of Primera Damenklmderfcbnk GmbH .
L COKG o L ;
Herbert C!osen GmbH, Berli‘n ““““ 2
Closen~B '|'g;1ngs GmbH, Berlin 3.690.3 71
Second Seasoﬁubéguvéner Fashion chdels GmbH Aschheim 25 6 S o
schus'e,mcnn& BorenstemebH Mumch ........................ e T ] 29765 .................... 3635 R
Tochreruntemehmen der Lc:urel GmbH
Lowe“opcn CO “d To&yo Japcn ................ looooo vvvvvvvv G e
Louré! Chin limited, Hong‘k;n";g, Chnno o 39600  HKD 99.0 326 704.9
Subsidiaries of ESCADA Textilvertrieb GmbH
‘.‘Eéé;&”{‘);;‘T‘e;nhen—\fer?r:ebsgese”schah mAb.H.,
\Sa|zburg, Austrig 36.3 EUR 100.0 -4,169.2 —534‘3)
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INTERESTS HELD BY ESCADA AG

INTERESTS HELD BY ESCADA AG AS OF OCTOBER 3], 2004 in thousand euros
/Compony Capital stack Currency % Equity* Net profil/loss\

Nominal capital for last

held fiscal year!

Outslde Germany

Subﬂdmnes of ESCADA (USA) e
B E M. Enterprlse Ud New York USA 0.1 Usb  80.0 ‘2] 392 3 24380

ESCADA Hawaii Inc ||. Hawau USA

ESCADA [Asic) Ud., Hong Kong, Chlno ' 5263 HKD 1000 13,2720 2,330.2

Primera {Asia) Ud., chg Kong, Chlna 500.0 HKD 100.0 -2.012.0 -65.7

Subsndmnes of ESCADA (Asm) Ltd.

ESCADA Rerculs (HK) L»mnecl Hong Kong, Chmo ' 8,0000  HKD 100.0 £9.3 210

ESCADA Monte Ccrlo S.A. M Monle Ccrlo/ Moncco
MONTAIGNE EXPANSION S A PGHS Frcnce

Subsidiaries of ESCADA lJapan Co., Ltd.

10,000.0 YEN 100.0 :

15050  EUR 100.0 8,381.5 2,693.8

Subsidiaries of Grupo ESCADA Espaiia S.A.,
Manresa, Spain

LMadrid Louré! S AL i.l. Manresa, Spain 0.2 EUR 50.0 2

Equity in foreign currencies is converted at the official mid rates as of the reporting date. The net

profit or loss from the most recent fiscal year in foreign currencies is converted at the average rate
for fiscal 2003/2004.

! There was no net profit or loss for the year because of earnings transfer agreemenis.

* Information on equity and on earnings for the last fiscal year is omitted, in exercise of the option set forth in Secs. 286 {3}
Sentence | No. 1 and 313 {2) No. 4 Sentence 3 of the German Commercial Code, for ES-KO Mode GmbH i.l. , Disseldorf;
Second Season Designer Fashion Handels GmhH, Aschheim: ESCADA Shop-Handels Ges.m.b.H., Viennu, Austria; ELC Handels-

und Produktions GmbH i L, Budapest, Hungary; ESCADA Howaii Inc. i.l., Hawaii, USA; E) Co. Ltd, i.L., Osaka, Japan; EPA
S.l, Florence, ltoly; Schneberger Tunisie S.A.R.L., Ez-Zchara, Tunisia; E.L.C., spel., s.r0., Prague, Czech Republic; Clasen
GmbH & Co. KG, Berlin; Herbert Clasen GmbH, Berlin; Green Horse Co., Ltd, Tokyo, Japan; Madrid Laurél S.A. i.L., Manresa,
Spain; Mademoiselle Mode GmbH, Duisburg; ESCADA Shop Frankfurt GmbH, Frankfurt
* In exercise of the option under Secs. 286 {3) Sentence 2 and 313 {2} No. 4 Sentence 4 of the Germon Commercial Code,

no informetion is provided about the equity or earnings of FILUS Verwaoltung GmbH & Co Mobilienleasing-OHG, Munich.
* Information relers to financial statements under IAS for the companies included in the consolidated financial statements.

FURTHER NOTES
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EXPLANATORY NOTES 7O THE ESCADA AG ANNUAL FINANCIAL STATEMENTS

NOTES TO THE ESCADA AG ANNUAL FINANCIAL STATEMENTS (ABRIDGED)

ESCADA AG is the parent company of the ESCADA Group. The annual financicl statements of
ESCADA AG as of October 31, 2004, were prepared under the German Commercial Code {HGB).
The full annual financial statements of ESCADA AG, in their statutory presentation, received an
unqualified audit opinion (AWT Horwath GmbH, January 24, 2005j. The annval financial state-
ments are published in Germany's Federal Gazette, and filed with the Munich Commercial Register
under No. HRB 74 942.

INCOME STATEMENT OF ESCADA AG FOR THE PERIOD FROM NOVEMBER 1 TO OCTOBER 31 in million euros
2003/2004 2002/2003 )
Sales 238.1 2471
é;;;.;é.;gte%cls et e ] 298 .............................. 1366
Hé‘r‘(‘:”s‘s”p‘roﬂt S o |08‘3” 110,3
Gross profit in % of Sales - o wss wr
;Totcl operating expenses . - .124.‘9 191.0
o opemﬁr,‘_é,,ivr,‘,;ome ........................................... 48,9 ““““““ s 33]
EBITDA e e [ derrin 323 [ -474
Dep‘reciulion and cr‘nortizolion ” S 6.4‘ o N 6.9
EBIT 25.9 -54.3
T cren s OO _83 JS -396
Eornings before taxes a - 17.6 -93‘.“9“
Extraordinary expenses 4.2 -
‘lncome taxes ‘ ‘ —. -0.5
.Ne' o N;' o . o
Balance sheet Io;s“ igoin) from the pre\;i;l;s» I;ecl; .................. -14.8 10
Withdrawals from capitol reserves 1.4 66.1
W%fkér‘l‘awoh (rom‘};;‘enue rese;v;; ..................................... O .......................................... 1 ]5
. O)f{omrhe"scsurysroc“esews OO SOOI —SAA
b) fron‘1 oblher revanue reserves . ‘
Addition to other revenue reserves 8.4
e ot o o [ ) [ e 0.>0 . s ]4‘8.)

ESCADA AG sales went down by EUR 9.0 million compared to the previous year {-3.6 %),
moving from EUR 247.1 million to EUR 238.1 million. Sales were impacted negatively by the
continuing reserve in consumer spending in Germany, and by the falling exchange rates in North
America and Asia. Domestic sales dropped from EUR 53.9 million by EUR 2.4 million {-4.5 %)

to EUR 51.5 million. Foreign sales dropped from EUR 193.2 million by EUR 6.6 million {-3.4 %)
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to EUR186.7 million. The export share of ESCADA AG remained nearly constant at 78.4 % (previous
year: 78.2 %). Sales development was very satisfactory in Eastern Europe, which currently is the

region with the highest growth rates for ESCADA AG.

Due to the decline in sales, gross profit fell by EUR 2.2 million, from EUR 110.5 million to EUR
108.3 million in absolute terms, but saw a percentage increase from 44.7 % to 45.5 % relative

to sales.

Operating expenses were down EUR 66.1 million from the previous year's level, falling from
EUR 191.0 millien to EUR 124.9 million. Following the previous year's restructuring expenses and
non-operating and one-off expenses totaling EUR 58.4 million, the positive cost-saving effects of

the successful restructuring program showed the following results during the financial year:

* Reduction of selling expenses by EUR 5.3 million through reducing collections and streamlining
the distribution structures;

* Decline in the cost of office space by EUR 3.2 million through shop closings and reduction in |
the amount of rented space;

* Decline in administrative costs by EUR 5.4 millien by streamlining the administrative structures;

* Decline in personnel expenses by EUR 4.1 million and incidental personnel costs by EUR 3.0

million as a result of the reduction in personnel.

Other operating income rose by EUR 15.8 million to EUR 48.9 million, mainly due to the capital
gain of EUR 22.7 million recorded in the course of the integration of the Spanish distribution
company into a new holding structure. Other operating income also included currency gains of »
EUR 7.6 million, income from royalties to the amount of EUR 6.3 million and income from the
release of valuation write-downs on receivables from affiliated companies totaling EUR 5.6 million.
The currency gains resulted from hedging of exchange rates and represent a compensatory item

to exchange rate differences in sales revenues arising from falling exchange rates in the course

of the year.

Earnings before depreciation and amortization {EBITDA) improved by EUR 79.7 million from
EUR -47.4 million to EUR 32.3 million. Earnings before interest and taxes amounted to EUR 25.9

million {previous year: EUR -54.3 million}.

FURTHER NOTES
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The negative financial result improved significantly by EUR 31.3 million to EUR -8.3 million follow-

ing the one-off consolidation-neutral write-downs of investments and loss transfers from affiliated

companies in the previous year.

Income from ordinary activities, which totaled EUR 17.6 million, was EUR 111.5 million up on

the previous year's figure of EUR -93.9 million. Net income for the year, after extraordinary

restructuring expenses of EUR 4.2 million from the sale of the Féraud investment in November

2003, came to EUR 13.4 million. The previous year’s result was a net loss of EUR 93.4 million.

ESCADA AG, MUNICH, BALANCE SHEET AS OF OCTOBER 31, 2004

in million euras

[assuming full conversion)

ASSETS Oct 04 Oct 03 LIABILITIES AND SHAREHOLDERS’
EQUITY Oct 04 QOct 03
Noncurrent assets 2221 135.9
. FETTTRIoeS D PP Shoreh°|ders' Equ"/ 985 686
Current assets Provisions 15.7 23,
Inventories 48.0 44.4 Non-interest-bearing convertible bond 3.5 19.9
Trade accounts receivable 8.7 8.6 Bond 00 100.0
RO SNON Bark debt 2017 755
Other receivables, s e
, deferred income 41.5 48 .4
liquid assets and prepaid expenses 821 146.6 o B IR
S J TSNP, [P Total |iabi|ifies Ond shqrehc,'ders'
Balance sheet total 360.9 335.5 equity 360.9 335.5 )
Economic capitol ratio in % 28.30% 26.40%

The balance sheet of ESCADA AG shows the following changes os of October 31, 2004, compared

to the previous year's balance sheet date:

* Increase in noncurrent assets by EUR 86.2 million to EUR 222.1 million, particularly through
capital increases at ESCADA FRANCE S.A .R.L., Paris, France, to the amount of EUR 20 million,

and at Primera Holding GmbH, Aschheim, to the amount of EUR 24 million, the extension of
medium-term loans to PRIMERA AG, to the amount of EUR 30 million, and to the Spanish Hold-

ing company, to the amount of EUR 40 million. These measures, which facilitated the financial

restructuring of the affiliated companies, were carried out from current assets with neutral

effects on the Group's liquidity through transfers of receivables from affiliated companies.
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+ Shareholders’ equity increased by EUR 29.9 million to EUR 98.5 million through the stock con-
version of convertible bonds of EUR 16.5 million, and the net income for the year to the amount
of EUR 13.4 million. In consideration of the convertible bonds still outstanding, the economic
capital ratio is 28.3 %, and could thus be improved by 1.9 percentage points compared to the
previous year.

* Bank debt increased by EUR 126.2 million to EUR 201.7 million, mainly as a result of the re-
payment of the EUR 100 millicn bond, which was financed through bank loans from the con-
sortial loan, and the central financing of the group companies. The balance sheet total rose by
EUR 25.4 million to 360.9 million.

FURTHER NOTES
109



REPORT OF THE SUPERVISORY BOARD

REPORT OF THE SUPERVISORY BOARD FOR FISCAL 2003/2004

The Supervisory Board of ESCADA AG met five times during fiscal 2003/2004, including its special
meeting on June 3, 2004. The Audit Committee met once during the year under review. Additional
votes were held in the Standing Committee (Personnel Committee), the M&A Committee and the

Strategy Commiitee.

Between meetings as well, the members of the Supervisory Board, and especially its Chairman,
were in regular oral or written contact with the Board of Management of ESCADA AG, which kept
them current about the business performance of ESCADA AG and the ESCADA Group, as well as

important decisions.

The main focus of the year under review at ESCADA AG and in the ESCADA Group was implement-
ing the program inaugurated Group-wide in September 2003 to cut structural costs and put the
Company on a lean platform. At all of its meetings, the Supervisory Board sought and obtained
detailed information regarding the progress of restructuring measures. [n particular, it examined
whether these measures were being carried out systematically and on schedule, and whether they
were achieving their ends in light of the need to pare back the Group’s cost base and general
complexity. These reviews found that the restructuring measures were being carried out in full and

on schedule. Indeed, in some regards they were ahead of schedule.

Specifically, the Board's deliberations focused primarily on the following issues:

* Staff cutbacks and internal restructuring at all fevels, as part of the restructuring program;

* The impact of the measures to raise capital, successfully completed in the fall of 2003, along
with further measures to sofeguard the ESCADA Group’s financing base and improve its

financing structure;

The sale of the Group's interest in Féraud GmbH, including a final settlement with the insolvency
administrator, and the sale of the business operations of B.E.M. Enterprise Ltd. as part of an
asset deal.

* The measures to restructure and expand the licensing business;

* Increasing the Group's interest in Grupo ESCADA Espafia S.A. to 100 percent;

Restructuring and reorienting the PRIMERA Group;
* Management’s plans for the further development of the ESCADA brand, and for tapping key

markets in Eastern Europe and Asia.

There were no changes in the Board of Management during the year under review.
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The membership of the Supervisory Board underwent the following changes in 2003/2004:

* Mr. Abel Halpern, a partner in HMD Partners LP, resigned from the Board effective July 31, 2004.
Mr. Peter Darrow, also a partner in HMD Partners LP, joined the Board as of August 1, 2004.

* The terms of employee representatives Ms. Karin Braun, Ms. Herlinde Irl and Mr. Karl-Heinz Schweigert
expired as of the end of the fiscal year on October 31, 2004. Ms. Maria Teppler had clready resigned
from the Board as of November 30, 2003. Succeeding them, Mr. Rainer Fleck, Ms. Susanne Hart-
mann, Mr. Udo Vogt and Ms. Gisela Hennig have held seats on the Board since November 1, 2004.

The 2003/2004 annual financial statements of ESCADA AG and the consolidated financial state-
ments and management’s discussion and analysis for ESCADA AG and the Group were audited
by the appointed independent auditors, AWT Horwath GmbH, Wirtschaftsprifungsgesellschaft,
of Munich, and received unqualified audit opinions. The independent auditors participated in

the meetings of the Supervisory Board and Audit Committee concerning the financial statements,

explained their findings, and answered questions from members of the Board.

The Supervisory Board endorsed the independent auditors’ findings, and examined the annual
financicl statements, management’s discussion and analysis, the consolidated financial statements,
and the consclidated management’s discussion and analysis, at the meeting convened for this
purpose on February 15, 2005. The Supervisory Board found no cause for objection, and approved
the annual financial statements and the management’s discussion and analysis for ESCADA AG and
the Group. The annual financial statements are thereby officially adopted in compliance with Sec.

172 of the German Stock Corporations Act.

In fiscal 2003/2004, the ESCADA Group achieved turnaround and once again showed a con-
solidated net profit. This accomplishment called for a large number of steps within the restructuring
program, entailing great commitment and dedicated work from the staff. The Supervisory Board
would like to express its deepest gratitude to all employees for their successful hard work. Thanks to
their resolute implementation of the package of structural changes, the ESCADA Group now has
good prospects for profitable growth in the years to come, even though the market environment in

women's luxury fashions remains difficult.

Munich, February 15, 2005

|
Peter Zihlsdorff, Chairman of the Supervisory Board
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Additional paid-in capital

A reserve accumulated from premiums on stock issues.
A premium is the portion of the price investors pay for a
stock in excess of the stock’s par value.

Assets

The items on the left side of a balance sheet laid out in
stondard accounting form. The assets side provides infor-
mation obout the composition of o company's resources.

Bond

A general term for fixed-yield securities with contractually
established redemption terms, used fo raise long-term
financing for the issuer {debtor).

Capital increase

Raising the amount of capital stock by selling new,

ot “junior,” shares (in the case of a copital increase in
return for contributions).

Capital market
The market for trading in medium and longterm capital
investments.

Capital Stock
A company's capital deriving from ifs stock. The capital
slock is equivalent to the par value of all issued shares.

Cash flow
The surplus of cash and cash equivalents generated by
current business operations.

Cash flow statement

A statement of changes in cash and cash equivalents
during a fiscal year, as a consequence of cash generated
by or used in operating aclivities, investing activilies and
financing activifies.
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CEO
Chief Executive Officer.

CFO
Chief Financial Officer.

Common stock
Unlike preferred stock, common stock carries rights to
vote af the shareholders’ meetings.

Consolidation

The aggregation of the annual financial stotements
of a group’s companies info o single set of Group
|"consolidated”) financial statements.

Convertible Bond
A bond thal carries the right 1o be converted into the
underlying stock, af o predetermined ratio.

coO
Chief Operating Cfficer.

Core business
Business operations that are the primary focus of o
company's activities.

Cost of goods sold

The amount of raw materials and supplies, semifinished
or finished products purchased from outside, and third-
party services needed 1o achieve a certain scles figure,
valved af acquisition price.

Coverage
The analysis of a company by bank anclysts.

Current assets

One of the two principal components of the assefs side
of the balance sheel; the other is noncurrent assets.

li includes all asset items not intended to serve business
operations for the long term, such as inventories,
receivables and marketable securities.
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DAX (German Stock Index)
A list of 30 representative stocks. It is an indicaior for the
price performance of the German stock market.

Deferred taxes

Future tox credits and tox liabililies calculated on the
basis of reporting and voluation differences between the
principles used for consolidated financial siatements
(IAS] ond the individucl tax valuation approaches for the
individual companies.

Depreciation and amortization

The amount by which the costs of noncurrent asset itfems
is systematically reduced to reflect how their individual
components lose value due to the expiration of time. The
reduction is determined on the basis of expected useful
life and production cost. Depreciotion refers to tangible
assets, and cmortization to intangible assets.

Dividend

A portion of profits paid out for each share of a corpore-
fion's stock. The annual meefing of shareholders decides
on the size of a dividend ond its manner of payment.

EBIT (Earnings before interest and taxes)
Operating income before the deduction of interest and
income taxes. Used synonymously in this report with
“nef operating income” and “operating earnings.”

EBITDA

Earnings before interes!, taxes, depreciation and amot-
tization. An operating earnings figure which, like EBIT,
excludes exceptional influences. This presentation of
operating earnings eliminates both leverage and tax
charges {which differ from one country to another].

Economic Vaelue Added (EVA)

An integroted system for corporate management via
the consistent use of a single value parameter. The
difference between earnings [before interest but affer
iaxes), and the cost of capilal.

Financial press conference
A press conference at which the audited figures for the
pasl fiscal yeor are released.

Free float

The proportion of a company’s stock that is freely traded
on the market. As defined by Deutsche Bérse: amounts
of stock held by any shareholder who cumulatively owns
less than 5% of the company's stock or - no matter
what the size of the holding - the interests owned by as-
set managers ond irusl companies, funds and pension
funds, holding companies, investment companies or fo-
reign investment companies, as part of their special
funds held under short-term investment sirategies.

Gross domestic product {GDP)
The total of all goods and services produced, plus non-
deduciible soles taxes, adjusied for goods consumed.

Gross profit

The difference between the selling price for merchandise
exclusive of value-added tax (net sales revenues) and
for the volume of merchandise used (net sales revenues
- cost of goods sold = gross profif).

IASB
international Accounting Standards Board.

IFRIC

International Financial Reporting Interpretations Committee.
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IFRS

International Financial Reporting Standards.

Income statement

Expenses and income listed agoinsi one ancther 1o
determine the company's earnings and presenf where
the earnings come from. A mandatery part of the annual
finoncial siatements.

Index
A value that measures the performance of o given group
of securities.

International Accounting Standards [I1AS)
The accounting principles promulgated by the Inter-
national Accounting Siandards Committee {IASC).

Issue price
The price at which a new security is offered for sdle.

Items pertaining to other periods

Both the assets and the liabilities side of every German
bolonce sheet contain items pertaining to other periods.
On the asseis side, these are generally prepaid expenses;
on the liabilities side, deferred income {income received
in advance).

Liabilities and shareholders’ equity

The items on the right side of a balance sheet laid out
in standard accounting form. These provide informofion
aboui the composition of @ company's capital {where
its resources come from), ond about any accumulated
profits for the accounting period.

Market capitalization

The value of a company as determined by multiplying
the number of outstanding shares of stock times the price
per share.

MDAX

An index of the Deutsche Rérse that as of March 24,
2003, includes the 50 largest listed companies {ofter
the DAX 30} in conventional sectors. To be included
in the MDAX, o company must be pert of the "Prime
Standard” segment.

Net operating income

A term for income from ordinary business aclivilies.
Operating income includes income from business
operations together with net income from financial
operations and equity invesiments.

Non-core business
Business operations that are not the company's primary
focus, and that are to be divested in the future.

Noncurrent assets
Assefs kepi for use over an exiended ferm.

Other operating income

An item in the income statement. It covers all income
from ordinary business acfivities thal is not calegorized
as sales or work on own accouni capitalized.
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Par Value

The par value per share - often just called "par” - is the
fixed proportion of a company's capital ossociated with
each share of stock. Even though ESCADA shares hove
no official par value {they are known as “no-par shares},
they siill have o "notional” or theoretical par value of
EUR 5.12 per share.

Performance
The changes in a stock’s price over a given period.

Reporting date
The end of ¢ fiscal year (ot ESCADA, Oclober 31).

Return on invested Capital (ROIC)
The ROIC is the quotient between income from business
operations and opercling assets.

Scope of consolidation
The sel of companies consolidated into o group's
"consolidated” financial stotements,

SDAX

An index of the Deutsche Bérse that as of March 24,
2003, contains the next 50 largest companies (in
conventional sectors) after the MDAX. To be included
in the SDAX, o company must be porl of the “Prime
Standard” segment.

Shareholders’ equity

An item on the liabilities and shareholders’ equity side of
the balance sheet. Unlike borrowings (borrowed capital),
equily is the funds raised by a company’s owners to
finance the company, or profits retained by the company.

Stock option plan

A shareholder value-oriented model for remunerating
management. It depends on the stock's performance
and the company’s ROIC.

Stock split

An increase in the number of shares of stock when

the base capital remains the same. A split makes o stock
more atfractive by reducing the price per share to
investors.

TecDAX

A new index of the Deutsche Bérse thot as of March
24, 2003, contains the 30 largest listed technology
companies. To be included in the TecDAX, a company
must be part of the “Prime Standard” segment.

Sales

The first income item in the income statement. Revenues
from the selling, rental and leasing of typical products,
merchandise and services in the course of ordinary
business operations, less reductions and sales tox.

Write-ups

An increase in the book value of assets. This may be
either the consequence of an increase in value even
though the substance or nature of the asset has not
changed, or a correction for excessive depreciaion or
amortizalion taken in prior accounting periods.
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